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How “#LEX will add more 


nee net Ra ee ca 
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kw hours to your 


Silex offers you, with the three-un 
Traymore model shown here, an of 
portunity to raise hundreds of “LOW 
USE” customers to higher bracket 
This Traymore model features th 
high-low elements, with 660 watts eac 
for brewing and 85 watts each fo 
storage. Each Traymore (there a 
three sizes) installed on your lin 
brings you an average of $50 EAR 
based on 4c current, with an unusual 
ly high load factor. 


Central station executives are me 
enthusiastic in their praise of Sile: 
glass coffee makers for load building 
Reports from one property sho 
greater EAR from Silex glass co 

makers than from all other count 


Pyrex Brand Glass Used Exclusively cooking items combined. Write a 


inquire about the assistance Silex i 


prepared to offer through its nation 
sales organization. The Silex © 
Dept. 1217, Hartford, Conn. 
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|. CHECK... 


OUR TRUCK TIRE COSTS THIS NEW WAY 


Now you can get facts 

wt your tire Costs in a new 

ple, accurate way. 

Goodrich has developed a 

rice called ‘““The Truck Tire 

biculator’’ for 114-ton 

wks. With this anyone, 
out previous experience, 

in determine 

1. The probable life of his 
tire equipment 

. The size tire a truck 
owner should use for 
100% 
expectancy 


normal service 


. Actual truck tire costs 


. What truck tire costs 


should be 


Other information made 
ilable by the use of the new 
re Calculator and the Good- 
h “Practical Guide for 


Tire Combinations” includes: 
Instructions for easy calcu- 
lation of tire changeovers; 
changeover guide, including 
data on maximum payload 
of 131-inch and 157-inch 
wheelbase trucks; tire sizes 
and inflation pressures; rim 
sizes; dual spacing; and makes 
of trucks on which various 
combinations are possible. 


Points Out Waste 


Of special interest is a sec- 
tion devoted to wheel and rim 
problems, a data table on dual 
spacing for pneumatic tires 
and a load and service diagram 
illustrating the effect of over- 
loading on the ultimate serv- 
ice of a pneumatic tire. 

A full page is devoted to a 
table giving “Cost Expect- 
ancy” of tires, showing the 


Department T-122 


cost of 100% service, as well 
as lowered costs when the per- 
centage is raised by excellent 
care and maintenance of tires. 

These two tools have in- 
creased tire service as much 
as 50% on utility operations. 
Why not get the same benefits 
for your trucks? 


Calculator and Guide 
Are Free 


We will send you free, 
without obligation, the new 
Truck Tire Calculator and 
Practical Guide. This is part 
of the service we render free 








to users and prospective users 
of Goodrich Triple Protected 
Silvertowns. Just ask your 
secretary to write your name 
and address in the margin, 
tear off and mail. Address 


*The B. F. Goodrich Company, Akron, Ohio «* 
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American Pay-Out and Take-Up Reel 


TYPE 3893 


The American Type 3893 Pay-Out and Take-Up Reel is an all purpose 
reel, for utility work. It can be mounted in any type of utility body, 
and is equipped with a tension brake whereby the speed of the reel is 
controlled when paying out wire. A most practical reel for stringing 
service wires—saves time and wire. 


Write for full particulars to meet your requirements, and for our latest 
catalogue. 


Largest Exclusive Manufacturers of Standard 
Utilities Equipment for Motor Vehicles 


THE AMERICAN COACH & BODY COMPANY 
9503 Woodland Ave., CLEVELAND, OHIO 
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Pages with the Editors 





His is the last issue of Pusitic UTILITIES 

ForTNIGHTLY for the year 1936, and so, 
even if it be a trifle early, we, the editors, 
want to take this occasion to wish each and 
every one of our subscribers a good old- 
fashioned Merry Christmas and a Happy New 
Year. It is to be hoped that this season of 
peace on earth and good will to men may 
usher in a year of better understanding among 
all of those interested in utilities and their 
problems of regulation. 


= the same, we imagine that some of the 
utility men who desire more peaceful rela- 
tions with the victorious New Deal may sense 
a new meaning, during the coming holiday 
season, in that old treasured ditty of our 
childhood : 


’Twas the night before Christmas 

And all through the house 

Not a creature was stirring; not even a 
mouse. 

The stockings were hung by the chimney 
with care 

In hopes that St. Nicholas soon would be 
there. 


WELL, maybe the President will have an 
expanded spirit of the “good neighbor” feel- 
ing after his experience in the genial atmos- 
phere of the recent South American confer- 
ence. And, if the White House shopping list 
is not closed, someone might suggest to the 
President that a power peace pact, for in- 
stance, would make an ideal Christmas gift 
for certain utility companies whose stockings 
have been regularly filled with assorted yard- 
sticks, birch rods, switches, and what not for 
the last three years. 


WITH all the condemnation, or at least criti- 
cism, of the final judicial powers of the United 
States Supreme Court by liberal reformers 
and others who are not exactly satisfied with 
the constitutional system of “checks and bal- 
ances,” it is interesting if not somewhat amus- 
ing to note how some of these very critics 
calmly apply the idea of a final tribunal to 
other fields than the purely judicial. 


Nw” long ago, a certain Senator who was 
most outspoken in his resentment against 
what he considered “reactionary” decisions of 
the Supreme Court, in another speech blandly 
advocated the establishment of a national 
council to act as a “sort of Supreme Court 
of economic planning.” Some civil engineers 
have fondled the idea of a Supreme Court 
for long-range physical planning or construc- 
tion policies. Monetary experts have pondered 
a Supreme Court of finance. The Naticnal 
Labor Relations Board was originally urged 


as a Supreme Court for labor disputes. And, 
of course, we must not overlook the fact that 
organized baseball went out and hired a 
Supreme Court of its own in the person of 
former Federal Judge Landis, while the mo. 
tion picture industry prevailed upon Wil! Hays 
to become the acknowledged Tribune of Holly- 
wood. 


Nor all of those who believe that a spe- 
cially qualified and acknowledged umpire may 
be a good policy in other fields than the law 
are necessarily critical of the U. S. Supreme 
Court but some of them are. And in the 
case of the Senator, at least, it recalls the 
attitude of Bonaparte who fought against the 
French King and later became Emperor him- 
self. 


BENEATH this apparent inconsistency may 
lie, however, a perfectly understandable dis- 
satisfaction with general judicial review of 
specialized or technical matters. It is not sur- 
prising that this dissatisfaction has blossomed 
forth even within the conservative confines of 
the American Bar Association. Specific refer- 
ence is made to the proposal by that associa- 
tion’s committee on administrative law for the 
establishment of a Federal administrative 
court. The purpose of such a court (of 
forty justices) would be to review—finally, 
in most cases—disputes arising from the ad- 
ministration of technical matters, such as pat- 
ents, income, and custom tax collections, and, 


WILLIAM A. ROBERTS 


He favors specialized judicial review; 
but not consolidated confusion. 


(See Pace 807) 
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Look at your Operating Forms 
as Opportunities for SAVINGS 


Lge it will produce 85% of public 
utility printing requirements at sav- 
ings ranging from 25% to 60%, Multi- 
lith makes a challenge to operating costs! 


Multilith provides the simplest process 
of its kind ever perfected, yet it gives 
you the fine quality of work you re- 
quire. Operating and accounting forms, 
advertising and sales promotion mate- 
rial . . . in more than one color if 
desired can all be produced 
within your own organization. 


Print what you want, when you want it, 
as you want it! Today, with constant 
change in operating procedures, such 
advantages are vital if expenses are to 
be reduced. 


The Multigraph representative who is 
constantly in your vicinity will show 
you specimens of Multilith work and 
discuss possible savings entirely 
without obligation to you. Or, if you 
prefer, write us or consult principal city 
telephone books for address of nearest 
office. Executives and department heads 
should write on business stationery for 
Multilith Book 29. 


Multigraph Division, Addressograph- 
Multigraph Corporation, Cleveland, Ohio. 
Office Duplicating (ribbon, ink, offset), 
Typesetting and Folding Machines .. . 
Models priced from $145 up . . . Sold 
on budget plan. 


MULTILITH... A MULTIGRAPH PRODUCT 


OFFICES | ALL 


PRINCIPAL 


a OF a ie WORLD 
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8 PAGES WITH THE EDITORS (Continued) 


of course, Federal utility regulation by such 
bureaus as the ICC, FCC, FPC, and the 
Federal Trade Commission. 


THE reasoning behind this proposal is plaus- 
ible. What does the average Federal judge 
know of such technical matters? How can 
we expect the ordinary Federal court to pass 
intelligently on them? Therefore, why not 
specially trained judges and courts? The 
answer is given in an article in this issue 
(starting page 807) by Witt1am A. Roperts, 
past president of the Federal Bar Association 
and now national secretary of the Junior Sec~ 
tion of the American Bar Association. 


Mr. Roserts will best be recalled by Fort- 
NIGHTLY readers as the people’s counsel for 
the District of Columbia—an office which he 
recently resigned to return to private prac- 
tice. In this respect, Mr. RoBerts occupies a 
rather unique position. He is about the only 
high regulatory official within memory of ye 
editors who ever resigned his office after 
suggesting that his office might well be abol- 
ished or else reorganized. That is not to 
reflect by any means upon Mr. Roperts’ own 
record as people’s counsel, which was an en- 
viable one indeed. His position was that un- 
less a people’s counsel has an independent 
staff, the usefulness of the office is limited. 
This alone is a thought-provoking suggestion 
in view of the movement afoot in other states 
to establish similar offices. 


O” leading article in this last issue of the 
year 1936 is by a new contributor, Fercus 
J. McDrarmip. 
inal approach—this idea of scrutinizing utili- 
ties through the eye of an insurance man. 


We think it is a rather orig- 


FERGUS J. MC DIARMID 


“The survival of private ownership 
of utilities depends upon the 
success of regulation.” 


(See Pace 799) 


When utilities blow their own horn the cynical 
may say “Propaganda!” When the antiutility 
politicians start panning the Power ahr the 
cynical may well say, “Ditto!” But who can 
say any such thing when an insurance man 
gives his honest reason for having his company 
invest in utilities or otherwise? Before an- 
swering, it might be wise to read the article 
in question. 


Mr. McDrarmin is a graduate of the Uni- 
versity of Toronto and has spent a good deal 
of his time specializing in actuarial mathe- 
matics. He became a Fellow of several ac- 
tuarial societies, but upon entering the em- 
ployment of the Lincoln National Life Insur- 
ance Company of Fort Wayne, he turned his 
attention to the practical operations of utilities, 
on the theory that such knowledge is necessary 
in order to do a satisfactory job i in the invest- 
ment field. In this connection, Mr. Mc- 
DrarMIp has managed to visit a large number 
of utility properties both in the United States 
and Canada, picking up practical knowledge 
which he believes of value in making an in- 
telligent selection of investments. 


¥ 


HE concluding article in this issue is by 

a member of our own editorial staff, 
Francis X. WEtcH, who raises the interest- 
ing question: Who will regulate publicly 
owned and operated utility systems, if, as, and 
when public ownership eliminates the present 
regulatory set-up? Mr. WeEtcuH’s conclusions 
indicate that we shall have to have regulation 
regardless of who owns and aperates our util- 
ity systems. The present commission system 
would be only substituted, not entirely aban- 
doned. The cast may be different but the 
play must go on. Will there then come a 
day when we shall have to say, “Regulation 
is dead, long live regulation?” 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE effect of retirements and the existence 
of adequate depreciation reserves is considered 
by the Massachusetts department in authoriz- 
rr | vgs capitalization of additions. (See page 


WHEN a public utility company changes the 
interest rate on its bonds, this constitutes an 
issuance of securities which must be approved 
by the commission, according to a Pennsyl- 
vania ruling. (See page 493.) 


A FEDERAL district court has held invalid 
commission assessments for regulatory ex- 
oe)” under the Louisiana statute. (See page 


THE next issue will ‘be out January 7th. 
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Many a utility has hung this sign on the door 
after checking into Remington Rand’s Unit Plan of Bookkeeping. . 


HIS system splits up your 
accounts into convenient 
its of from 10,000 to 12,000 
tomers. One clerk performs 
the bookkeeping operations 
each unit. 


this way complete responsi- 
ity is established for both re- 
is and accuracy—an advan- 
¢ which is lacking in the spe- 
lized system of bookkeeping. 
fusion is eliminated—no clerk 
er has records needed by any 
her clerk for either posting or 
and production is in- 
ased accordingly. Faster, too, 
customer service on duplicate 
il requests and high bill com- 
ints, 


erence 


sides reducing clerical costs, 
new Unit Plan of Bookkeep- 
f provides greater flexibility in 
¢ transfer of personnel. Em- 
byees become more valuable 
learning all the related func- 


ms of the bookkeeping de- 


y 


partment. As a result, at vaca- 
tion time—or when illness or 
other emergency leaves you 
short-handed work 
smoothly and automatically. 


goes on 


If “‘mass production” bookkeep- 
ing has failed you in one or sev- 
eral ways, get the facts about 
this remarkable new system. 
Find out how you can make this 
worth while change, easily and 
inexpensively. Phone the Rem- 
ington Rand office in your city 
or write Remington Rand, Buf- 
falo, N. Y. 


HERE’S HOW THE UNIT PLAN 
WworKS 


Accounting is divided into units 
of from 10,000 to 12,000 cus- 
tomers and one clerk given full 
bookkeeping responsibility for 
each unit. The duties include: 


1 Posting all service orders in 
the meter books. 


2 Posting all cash payments, 
transfers and adjustments to the 
service accounts. 

3 Balance all unpaid service ac- 
counts on the regular cycle basis. 
4 Check delinquent notices with 
Ledger record. 

5 Prepare arrears to be brought 
forward on new bills by machine 
operators. 

6 Furnish information in con- 
nection with duplicate bill re- 
quests. 

7 Furnish information in con- 
nection with high bill com- 
plaints. 

8 Furnish the necessary informa- 
tion in connection with any in- 
quiries regarding the account. 


9 Handle all final bill account- 
ing. 

10 Handle all filing of paid and 
transferred Ledger records. 


W77, from Remington Rand 
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ste | Another STATION AUXILIARY SWITCHBOARD 4, I-T-E 


‘ate of [This board, which goes to a large Utility in the Mid-West, provides complete steel enclosure 
for all circuit breakers and their connecting bus structure. 
An interesting feature of the board is the variety of arrangements for mounting and control 
of the circuit breakers. A number of circuit breakers are of the withdrawal type with sepa- 
rable connections to the bus bars. Some of these are mounted on pantographs; others on 
removable trucks. In several cases, the connection between bus and circuit breaker is rigid. 
In keeping with conditions, some of the circuit breakers are electrically operated, others are 

hand operated. 

Com- I The steel enclosure, seen at the top of the board, houses a part of the special ring bus required. 

Each of two sets of transformers feeds two bus sections, and the two sections 

are connected within the board by tie breakers. The ring is completed by the 

bus at the top which connects the two end sections. 

In keeping with advances in design and construction, the engineers for whom 

this switchboard was made requested a change from traditional color. The finish 

is ivory lacquer with black trim. It is a beautiful job. 

Details of I-T-E switchboards, called Multumite, are available in Bulletin 368, 

a copy of which will be sent on request. 


Com- 





:E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


NevILLE MILLER 
Mayor of Louisville, Kentucky. 


FRANKLIN D. RoosEvELT 
President of the United States. 


HeErRBertT Hoover 
Former President of the 
United States. 


Maurice G. Burritt 
New York Public Service 
Commissioner. 


Henry A. WALLACE 
Secretary of Agriculture. 


Rosert M. LA FoLiette 
United States Senator from 
Wisconsin. 


EpwArp STOKES 


Former Governor of New Jersey. 


Maury Maverick 
Magazine writer. 


Hucu S. JoHNson 
Former NRA Director. 


SAMUEL B. PETTENGILL 


U. S. Representative from Indiana. 


EDITORIAL 
Muncie (Ind.) Press. 


—MOoONTAIGNE 


“As a whole, the telephone situation presents to any 
mayor a fertile field.” 


* 
“We will continue to work for cheaper electricity in 
the homes and on the farms of America.” 
we 


“So far as I am aware, no single vital invention has 
ever come out of government-owned utilities,” 


> 


“Municipal power plants need rigid supervision by the 
state fully as much as the private companies.” 


¥ 


“Rex (Tugwell) has been one of the most vigorous 
fighters for the capitalistic system that I know of.” 


¥ 


“There is $105,000,000,000 worth of work to be done 
in this country for conservation of natural resources.” 


¥ 


“That government prospers most which leaves un- 
fettered the business and industrial activities of the 
people.” 

” é 

“The TVA has made the only appreciable dent that 
has ever been made in the matter of rates charged for 
electricity.” 

- 

“The strongest argument against government adminis- 
tration in business is the inefficiency of political non- 
competitive and nonprofit operation.” 


¥ 


“Why are reserves justified for depreciation, depletion. 
and amortization of machinery and plant, and reserves 
not justified for human obsolescence?” 


¥ 


“Government ownership (of railroads) is against pu)- 
lic policy in a democracy. Government ownership and 
real representative democracy do not mix.” 
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SPEED—with fewer motions 


The short-cut way is simple and practical. 
It saves operations in handling both 
small and large amounts. With fewer 
motions, the work goes faster. With less 
to do, there is less chance for error. 


Let the Burroughs representative show 
you in your own office and on your own 
work what these savings can actually 
mean to you. Telephone the local Bur- 
roughs office or write for free, illustrated 
booklet entitled ‘‘Short-Cuts that Save 
Valuable Time.”’ 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 





On the Short-Cut Key- 
board there is no cipher 
key. Ciphers always print auto- 
matically. The amount 10.00 was 
written by depressing the “‘1’’ and the 
motor bar—both in one operation! 
On the Short-Cut Key- 
board two or more keys 
can be depressed at one time. Thus, 
5.36 was written by depressing the 
**5"’, the “‘3’’, the “‘6”’, and the motor 
bar—ali in one operation! 
| 1045] Four digit amounts are 
easily written the short- 
cut way. The “‘1”’, the ‘‘4’’, the **5”’ 
and the motor bar are depressed. 
in one operation! 
| 256.00] The Short-Cut Keyboard 
saves operationsin writing 
larger amounts too. The ‘2’’, the 
“5”, the “‘6’’, and the motor bar are 
depressed—ail in one opera 
Many operations can be 
sav in listing large 
amounts on the Short-Cut Keyboard. 
In this instance, the ‘‘6’’, the ‘‘7”’, 
and the ‘1’? were dep in the 
first operation; the ‘‘2’’, the “*7”’, 


ADDING, ACCOUNTING, BILLING AND CALCULATING MACHINES the motor bar in the second oper- 


CASH REGISTERS + TYPEWRITERS * POSTURE CHAIRS + SUPPLIES Thus, this 
quires only two opera: 
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REMARKABLE REMARKS (Continued) 


Wittiam Z. RIPLEY 
Professor Emeritus, Harvard 
University. 


Fioretto H. La GuarpIa 
Mayor of New York. 


Wiu.taM L. Ransom 
Former President, American 
Bar Association. 


A. S. Goss 


Federal Land Bank Commissioner. 


JosrepH B. EAstMAN 


Interstate Commerce Commissioner. 


Rosert W. JoHNSON 
President, Johnson & Johnson. 


Rexrorp G. TUGWELL 
Former Resettlement 
Administrator. 


ANNING S. PRALL 
Chairman, Federal 
Communications Commission. 


Mayor Georce L. Berry 
Federal Coérdinator for 
Industrial Codperation. 


Tuomas W. Lamont 
Partner, J. P. Morgan & Co. 


“Change cannot be resisted forever. The Constity- 
tion is a democratic monument, but unlike most mony- 
ments, it cannot just stand—it must be made to go.” 


¥ 


“That system would insure uniformity throughout the 
country. Unless we do get uniform legislation over the 
nation, the whole pension system will be thrown out 
of gear.” 


¥ 


“Public ownership will come when government crushes 
and frustrates private enterprise and private capital to 
such an extent that weary investors give up their burdens 
gladly.” 

= 


“T believe the national farm organizations could reider 
a real service to agriculture if they would put on an 
educational campaign on the advantages of getting out 
of debt.” 
co 


“It is not impossible that the time may come, as it 
has come in other countries, when the system of private 
ownership and management will break down for reasons 
beyond control.” 


¥ 


“Private industry has not done an adequate jol for 
the wage earner in the United States. It is important 
that we now act promptly and again attack the unem- 
ployment problem.” 


¥ 


“Everything that I have sponsored or originated in the 
way of legislative action has been with a view to securing 
a more permanent and stabilized operation of American 
industry and agriculture.” 


* 


“Whatever may be said to the contrary, there is com- 
plete freedom of speech over the American ether. Only 
laws and rules of common sense, common decency, and 
libel are the limiting factors.” 


* 


“I believe the Supreme Court of the United States 
will recognize the overwhelming determination of the 
people to establish and maintain liberalism in the United 
States. I feel the Supreme Court will adjust itself to 
that determination.” 


> 


“If the government owns the railroads of the country, 
will it be able to avoid going a step further? Can it 
avoid taking over the whole transportation machinery, 
trucks, busses, and water carriers; or will it, by subsidies 
to competitors, destroy its own investment in the rail- 
roads?” 
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Kansas City Power 
& Light Company 










@ At the right is shown a sectional 
side elevation of the new CE Unit 






now under construction for Kansas 
City Power & Light Company in 
its Northeast Station. 








The unit is comprised of the fol- 






lowing equipment: CE Sectional 






Header Boiler; Elesco Superheater 






and Economizer; Ljungstrom Air 


Preheater; CE Water-Cooled Fur- 


nace; CE-Raymond Bowl Mills and Capacity—300,000 |b per hr 
Design pressure—1,400 Ib 
Total steam temperature—815 F 












can 





CE Tangential Burners. 





This new high-pressure, high-tem- 








perature, superposed unit will ex- 








me haust steam to the plant’s existing CE PRODUCTS 
nd ow-pressure system. All types of 
BOILERS . STOKERS 
FURNACES 





PULVERIZED FUEL SYSTEMS 
HEAT RECOVERY 
EQUIPMENT 


Fabricators of pressure vessels, tanks, etc., welded 
or riveted, in carbon, alloy or clad steels. 

























COMBUSTION ENGINEERING COMPANY, INC. 
20 0 MADISON AVENUE - NEW FOR 


‘anadian A i tion Engineering Corporation Ltd., Montreal A-319 














This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 










Public Utilities Fortnightly 


A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary lerger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 2'/"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


racer ig 
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Less than 20 gallons of water at a pressure 
75 pounds or more are required per minut 
This is the only efficient foam unit availat 
for small lines. One gallon of Phomaid 
Solution makes 350 gallons of foam. 300 
400 gallons per minute may be continuouw 
produced by merely pouring additional sol 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask | 
descriptive literature, prices and a demonstra 
tion of the Phomaire Unit illustrated at t 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 


ne Wlannfacturing Compan 


NEWARK NEW JERGEY 


ATLANTA CHICAGO 
KANSAS CITY SAN FRANCISCO 
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The CHAPMAN List 960 


This low-priced steel gate valve can be 
standardized on all services, corrosive 
or non-corrosive, on lines up to 2”— 
can be forgotten for at least five years. 
Pressures to 800 Ibs. at 750°F.; cold 
working pressures of 2500 Ibs. up to 


the 1” size; larger sizes to 1500 Ibs. 
Made in two types, outside and in- 
side screw rising stem. Carbon steel 
forged body. Stem, plug 
and seat rings are stainless, 
readily replaced. Threads 
are quick-opening. Re- 
packing does not require 
shutdown. List 960 is in 
stock, in eight sizes, at the 
factory and Chapman 
warehouses. Write the 
nearest office —Atlanta, 
Boston, Chicago, Cleve- 
land, Denver, Detroit, 
Houston, LosAngeles, 
New York, Philadelphia, 
Pittsburgh, St. Louis, 
Salt Lake City, San Fran- 

cisco, Syracuse, ‘Tulsa. 


HAPMAN VALVE 


MANUFACTURING COMPANY 
INDIAN ORCHARD, MASSACHUSETTS 
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proofing in colors...with a 25-Year Backgro 


A flexible coating, 30 times as heavy as 
paint, which heals its own surface in- 
juries—that’s the kind of protection 
DUM DUM MASONOC offers any 
masonry surface. And that kind of 
protection means the end of mainte- 
nance trouble and expense. 


Tested In All Climes 


In 1912, DUM DUM MASONOC was 
applied to the exterior of a Gulf Coast 
Hotel. Today, after nearly 25 years of 
torrential rains and violent weather, 
the DUM DUM coating and the ma- 
sonry itself are in excellent condition. 

Since then, hundreds of mainte- 
nance men have tried DUM DUM and 
found it to be unequalled in the pro- 
tection it offers any above-grade ma- 
sonry surface... and in the decorative 
effects afforded by its attractive colors. 
In our files are scores of unsolicited 
letters testifying to the time and 
money saved through the use of DUM 
DUM MASONOC on all types of ma- 
sonry and under all sorts of trying 
weather conditions. 


Basieally New In Prinei 


DUM DUM MASONOC is a 
semi-plastic decorative weather- 
proofing material which, when 
applied according to specific 
directions, forms a tough, pro- 
tective, rubber-like coat. This 
rubber-like film is an absolute 


seal against the elen 
under-surface remains 
indefinitely. It bonds 
masonry, bridging and 
the fine cracks and 
forming a perfect p 
coating. 


Only DUM DUM MASONOC Offers 
All Four of These Essential Qualities 


Heavier Coat. DUM DUM applies 15 to 20 


times as thickly as paint. 


> Longer Life. DUM DUM’S under-surface re- 
mains pliable and alive indefinitely. After 20 
years it still can be easily indented with the 


thumb-nail. 


Better Protection. DUM DUM'’s surface film is 


so dense that it does not “breathe” nor permit 


moisture to penetrate. 


No Deterioration. DUM DUM “self-heals” its 
own surface breaks, as your skin heals itself. 
(The under-surface hardens where exposed.) 


Send for descriptive literature on thix amazingly different 
weatherproofing which hax saved thousands of dollars 
Sor its users. 
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A MESSAGE 


TO PUBLIC UTILITIES 
ASSOCIATED WITH 


FRIGIDAIRE 





DEEP sense of appreciation 
L \ prompts this public message. 


1936 has been the biggest year in 
our history. Success has been the 
result of many factors, but a large 
share of it can be rightfully 
attributed to the helpful co-oper- 
ation we received’ from utilities 
everywhere. We are grateful for 
this co-operation. 

Together, we have fulfilled the 
promise: “You can do better with 
Frigidaire in 1936.” 

We are working now to make 
1937 am even greater year. For 
you, and for us. Soon you will 


have new and even more salable 
products, featuring a revolutionary 
improvement... one that will in- 
stantly capture the imagination of the 
buying public. 

Backing up these products will 
be a forceful sales and advertising 
program ... geared to utility prob- 
lems and merchandising viewpoint 
... to help you harvest, once again, 
a large volume of sales and earn- 
ings with Frigidaire. 

The opportunity and the means 
are now at hand to fulfill another 
promise: “You will do still better 
with Frigidaire in 1937.” 


FRIGIDAIRE DIVISION 


General Motors Sales Corporation 


Dayton, Ohio 
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Addressing—Recording — 
Tabulating and Statistical 
Machines 
e 


Special equipment for Public Utilities, from the 
smallest to the largest, to meet simple or exact- 


ing requirements. 


A new system, using rubber plates for printing 
gas, electric or water bills on postal cards, will 
be of special interest to utilities using a post- 


card billing system. 


Information on any equipment in which you 
may be interested will be gladly sent upon re- 


quest without obligating you in any way. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
175 Albany Street, CAMBRIDGE, MASS. 


Sales and Service Offices in all Principal Cities 
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TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Waoter-Cooled 
ae ASH HOPPERS 
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Unit Responsibility 


THE A-E-CO Taylor Unit brings under the 
supervision of Taylor engineers the coor- 
dination of multiple retort underfeed 
stokers, water-cooled furnaces, air control 
and ash hoppers in such a way as to gain 
maximum efficiency and capacity under 
any given set of conditions. It centers 
responsibility for performance, enables 
selection of the proper stoker drive from 
the many Taylor have developed— 
hydraulic, electro-hydraulic, steam tur- 
bine, straight line high capacity; permits 
full consideration to be given to the 
use of preheated air; insures the inter- 
changeability of replacements for years to 
come and subsequent use of inproved 
parts and allows for later expansion of ex- 
isting capacity at a minimum of expense. 

















Kase S 


Division: AMERICAN ENGINEERING COMPANY 


i PHILADELPHIA, PENNSYLVANIA 


Qther Products: A-E-cO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


MPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIE 
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EMPLOYEE Data 


for the 
SOCIAL SECURITY 
PROGRAM 


automatically obtained 


NTERNATIONAL Electric Bookkeeping and Account- 

ing Machines have earned wide acceptance in payroll 
methods and procedures. Through the use of these mach- 
ines, utility management can automatically obtain accurate, 
detailed employee data. 

The punched cards form a dependable source of informa- 
tion from which records and reports can be tabulated at 
any time. Only necessary data need be shown—non- 
essential or confidential information can be eliminated from 
the state reports. The same source records provide a basis 
for future studies of employment experience. 

The International Electric Bookkeeping and Accounting 
Machine method also brings accuracy and greater speed to 
such functions as Billing, Inventory, Operating Statements, 
Accounts Receivable and many others. Your local IBM 
representative will be glad to explain this modern method 
to you. Get in touch with him today. No obligation. 


INTERNATIONAL BUSINES» MACHINES CORPORATION 


BRANCH OFFICES IN 


GENERAL OFFICES: 
PRINCIPAL CITIES OF THE WORLD 


270 BROADWAY, NEW YORK, N. Y. 
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So you’re going modern—which means more than 
scrapping obsolete machines, old-time line shafts, and 
ill-advised power-wasting small motors. In the larger 
sense, “going modern” today means planned produc- 
tion—scheduled and routed—and part of that picture 
is Modern Group Drive. This newer way of transmit- 
ting power to machines, combining the best of the two 
older systems (individual motor drive and line-shaft 
drive) interests every plant executive because it is 
designed for planned production. 


* * * 


As a method of applying motor-power to production 
machines, Modern Group Drive is inherently more ef- 
ficient because it uses larger motors with better 
power factor. Incidently, these larger motors cost you 
from 35% to 85% less per motor horsepower. And 
you buy less motor horsepower for the same number of 
machines. 








—_ | 














(Excerpts from Power Transmission Council’s advertising in 
Business Week and 8 other business publications.) 


Ol dste Industry wastes an enormous sun 


through faulty application of power is commo 
knowledge. This waste cannot be corrected by 
formula. Therefore an important part of Powe 


manufacturers and mill supply houses who are 
members of Power Transmission Clubs—to the en 
that their selling shall be based on what is right for 
the customer. This is not altruism but enlightenes 


selfishness. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET . BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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FLASHLIGHTS /” INDUSTRY 


“EVEREADY” 
Industrial Flashlights 


No. 3251 
No. 3351 


No. 3351 
Three-Cell Type 


No. 3251 
Two-Cell Type 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y. 
Branches: Chicago, San Francisco 


Un.t of Unin Carbide [qj and Carbon Corporation 


“Eveready” Industrial 
Flashlights No. 3251 and No. 
3351 have been specially de- 


signed to meet the needs of 
industry for flashlights which 
will give long and satisfac- 
tory service under unusually 


severe operating conditions. 
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Star Brass 
Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 


Makers of Highest Quality 
““Non-Corrosive” Pressure and Vac- 
uum Gages—Safety and Relief 
Valves — Globe, Angle and Gate 


N 
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N Valves — Water Gages—Gage Cocks 
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Now Ready 

USA|ITE 

“INDUSTRIAL 
CELLS” 


To give you far more de 
pendable service than ou 
ever had re Tite ie 
ee USALITE 

ell. 


Bureau of Standards specifications call for 400 min. 
utes to a 0.9 volt cut-off. No. 1095 will give over 
80% of its service above the 1 volt off, .—more 
than double the specifications of U. 8. B. 0. 5. 
25 years of knowing how’’ is back of the ‘de 
mona J of USALITE Products, laboratory teste - 
gaa Expert supervision assure longer life 
uniform quality. 1095 USALITE has captured 
the demand of Railroads, Chemical, 
and Gas Companies, Utilities and Coal mines every- 
where. 
We'll be glad to send you FREE samples of 1095 
cell for inspection and trial tests. Write today! 


UNITED STATES ELECTRIC MFG. CORP. 


222 West 14th St. New York 
CHICAGO — 323 West Polk St. 


Whistles 
New York 
Pittsburgh 
Chicago 
San Francisco 
Buffalo 
Cleveland 
St. Louis 
Shreveport, La. 


' LLL EEE 
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VULCAN SOOT BLOWER CORPORATION 
°Du Bois © Pennsylvama 
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OFFICE CONVENIENCES 


For every situation that arises in the modern office, Dennison has a 


time or temper saver. Here is a list of some of them. Probably 
you are already using many, but perhaps there are some you have 
never tried. 


Shipping Tags Index Tabs 

Marking Tags Gummed Reinforcements 

Clasp Envelopes Coin Wrappers and Bill Straps 
Security and Legal Envelopes Gummed Tapes 

Address Labels Duplicate Checks 

Parcel and Airmail Labels Paper Fasteners and Staples 
Notarial Seals Sealing Wax 

Sealing Labels Glues and Mucilage 


invaluable aids in every well-ordered office . . . they help save 
precious time, smooth ruffled tempers, promote speedy and efficient 
work. Use more of them. We'll gladly send you a compact 


catalogue . . . just write us. 


Donnisonw Manufacluiing So, 


FRAMINGHAM - - MASSACHUSETTS 
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The Reliance Prismatic 
Water Gage 


If you can tell black from white, you get 
your answer when you glance at this Reliance 
Prismatic Water Gage on your boiler. It 
would be hard to make a clearer, sharper- 
reading gage. 


And it’s especially safe. The glass is heat- 
treated so it can’t shatter. But more im- 
portant is the Reliance method of clamping, 
like the grip of fingers of a powerful hand, 
tight but without strain, preventing this 
common cause of 

breakage. 


This prismatic gage is 
for pressures to 450 
pounds. On oil re- 
finery tanks, ammonia 
reservoirs, all sorts 
of hydraulic system 
tanks, it’s good for 
1,000 pounds pressure 
if not over 500 de- 
grees F. Recom- 
mended for liquids 
that must not be 
spilled. 


It’s the answer to 
many tough liquid- Reliance Prismat- 
ic, easily inserted 











INSULATORS 
V 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 





Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Victror made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 














level problems. Write 
for complete informa- 
tion. 


in any set of liquid 
level valves instead 
of tubular glass. © 


Reserved for 


a 


r MSA Advertiser 
The Reliance Gauge Column Co. 
5930 Carnegie Avenue 
Cleveland, Ohio 


Reliance 


WATER COLUMN HEADQUARTERS 


rh 


BOILER A.SAFETY ‘) BOILER 
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WHAT IS A 
MONARCH SIZE ENVELOPE? 
AND IS BARONIAL 
A SIZE OR STYLE? 


HAT do you really know about 
envelope sizes? Do you know 
hat the different kinds are called? 
e correct uses to which different 
nvelope styles should be put? 
We have prepared a folder that 
ives all this information. Although 
t's a folder that tells a story about 
ammermill Bond Envelopes, along 
ith it is a wealth of general enve- 
pe information, such as range of 
tock sizes, dimensions, shapes. More- 
wer, the folder includes a special 
maph showing actual envelope di- 
mensions and construction. In this 


folder you will also find definite in- 
formation on the different types of 
envelopes used in business, and the 
uses to which they are best suited. 

Hammermill Bond Envelopes are 
opaque, with gum that really sticks, 
with flaps that are not skimped. Avail- 
able through printers and stationers 
from wholesale stocks in 102 cities, 
Hammermill Bond Envelopes match 
the colors of Hammermill Bond and 
other Hammermill Papers. 

Send for this envelope folder. We 
know you will find it useful in your 
business. 


If you prefer, omit coupon and simply write us on your letterhead 


PMMERM,, 
oS KON NED 
eNVELOPES 


Hammermill Paper Company, Erie, Pa. PUF 1217 

Gentlemen: Please send me your free folder fea- 
turing Hammermill Bond Envelopes, their construc- 
tion and practical uses in business. 


Name 





Position 
(Please attach to your business letterhead) 
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NEW 
DIAMOND CROWN 
SPEEDLINE STYLING 


NEW HIGH-COMPRESSION 
VALVE-IN-HEAD ENGINE 


NEW ALL-SILENT, 
ALL-STEEL BODIES 


AOI 


THE ONLY COMPLETE CAR- 
PRICED SO LOW 


ahemeaaes 


CHEVROLET MOTOR DIVISION 
General Motors Sales Corporation 
DETROIT, MICHIGAN 
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PERFECTED IMPROVED GLIDING 
HYDRAULIC BRAKES KNEE-ACTION 8IDE* 


(at no extra cos!) 
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or the first time, the very newest 
lings in motor car beauty, comfort, 
ety and performance come to you 
ith the additional advantage of being 


horoughly proved, thoroughly reliable. 








lew (YH EVR O LET 1937 
Dhe Cmplite Co.- Grmpleey Tew 


*Knee-Action and Shockproof Steering on Master De Luxe models only. 
General Motors Installment Plan— monthly payments to suit your purse. 


























SAFETY PLATE GLASS GENUINE FISHER SUPER-SAFE 


ALL AROUND NO DRAFT VENTILATION SHOCKPROOF STEERING* 
(at no extra cost) (at no extra cost) 
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Like a tailor-made suit! Every Kinnear Rolling Door is especially built for 
the individual job. There are no stocks. When a bid is requested, engineers, 
who for 40 years have devoted their entire efforts to building doors, take-off 
the specifications. Then, with the efficient UPWARD-ACTING principle 


of design, finest quality materials and trained workmen design and build a 


door to best suit the condition . . . a door that is space-saving, easy and 


convenient operating, durable and economical to maintain. 





December 17, 


Scope of Kinnear Service 


. Branch Offices and Sales Representa- 
tives, trained and experienced in door 
engineering, strategically located 
throughout United States and many 
foreign countries. 


. Study of your opening problem to 
determine your exact requirement. 


. Staff of experienced door engineers 
prepare drawings of doors to meet 
your individual needs. 


. Doors are carefully fabricated in a 
complete equipped plant by experienced 
mechanics and of the finest quality 
materials. 

. Erection Service by trained workmen. 

. Maintenance of records and patterns 
of every Kinnear Door installed makes 
replacement parts always’ available in 
case of accidental damage. 


7. Nation-wide service organization. 
. Every door is backed by the integrity 
of a company which has faithfully 


served the public for the best part 
of a half century. 





This means that regardless of the type of job 
—from the major power project to the small 
residence garage—you can sub-let the door 
problems to Kinnear with complete dependency. 
When you do you are assured of unbiased 
recommendations—cooperation of a nation-wide 
organization—on-time delivery-——and _installa- 
tion that works to schedule. And when the 
job is completed and for years to 
follow . . everybody is better satisfied. 
Is it any wonder “Kinnear” is the by-word 
for doors to Utility Officials? 


The KINNEAR MFG. CO. 


2060-80 Fields Ave. Columbus, Ohio 


INNEA 





ROLLING DOORS || 
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Section of 132 KV steel tower line 
near Huntington, West Virginia, 
erected recently for the Appale- 
chian Electric Power Company. 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd., Montreal 








is page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


The BELT CONVEYOR 


@ For handling coal in the power plant the belt conveyor offers a reliable, 
flexible unit of large capacity and economy. 

Link-Belt conveyors of this type have been highly perfected. The service 
given by the conveyor depends largely on the construction of the idlers, 
and it is upon these that Link-Belt has focused particular attention; build- 
ing into them the results of years of experience. 

Link-Belt equipment for the power plant includes conveyors of the belt, 
apron, flight, screw and other types; bucket carriers; skip hoists; crushers; 
feeders; weigh larries; car dumpers; water intake screens; locomotive and 
crawler type cranes; underfeed screw type stokers; portable belt conveyors; 
bucket elevators and a complete line of accessories —equipment that has 
built into it tried and proved features, demonstrated as most sound and 
practical in hundreds of power plants. 


Send for catalog. Address Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
Atlanta, San Francisco, Toronto, or any of our offices located in principal cities. 


LINK-BELT 


COAL AND ASHES HANDLING EQUIPMEN 
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DISTRIBUTION 


OFFERS 


PROBLEMS 


... in the gas utility business—but also in the 
air-conditioning of the modern home. 


The blower, which forces an even distri- 
bution of warmed air, is such a vital 
part of a perfect air-conditioning system 
that Niagara engineers have devoted 
much attention to this mechanism. 


Niagara’s blower consists of two blower 
wheels, one connected directly on each 
end of the extended motor shaft. This 
direct drive blower not only conserves 
space by effecting a compactness of de- 


sign, but entirely does away with any 
belts, pulleys or extra bearings. 


The motor, outstanding for its low elec- 
trical consumption, is of low torque, full 
capacitor type, causing no radio inter- 
ference. It is quiet because designed for 
low speed operation. It is equipped with 
an eight-speed selective transformer con- 
troller to insure air delivery needed un- 
der varying conditions. 


THE FOREST CITY FOUNDRIES COMPANY 
2500 WEST 27th STREET CLEVELAND, OHIO 


The effective operation of Niagara’s blower is 
unmatched in this respect: The blower, through 
bonnet and thermostatic control, will automatically 
switch itself between a full winter speed, a low 
speed, and a shut-off, giving it a two-speed control 
for winter operation; also with an exclusive sum- 
mer-winter switch it is possible to use the maxi- 
mum summer operating speed at any time, summer 
or winter. 


It was to avoid air-stratification—uneven tempera- 
tures in the rooms—that Niagara developed the 
application of this variable speed blower. Now 
the homeowner may enjoy unvarying comfort— 
4 minimum deviation from the ideal, both in 
temperature and in volume of air circulation. 
Now, too, the homeowner gets a new conception 
of how delightful are the results of heating his 
home with gas. 


NIAGARA 


Two-Twenty 
WINTER AIR CONDITIONING UNITS 


An interesting manual, de- 

scribing this Niagara Two- 

Twenty will be sent to 
you upon request. 
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SEND FOR 
THIS FREE 
BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 


Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in ‘some paints while in others china wood oil 
is far sujerior. ; 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. « 


é 


More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 


In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 





ONE 
OF 
71 


CUSTOM 
PRODU 


TROPELIT 


The coating of 
thousand uses. © 
transparent, acid a 
alkali proof. H 
high dielectric r 
sistance. Tough a 
resilient. For uw 
where all other coa 
ings have failed. T 
ultimate in surfac 
protection. 





The Tropical Paint & Oil Compa! 
1100-1300 W. 7Oth Street Cleveland, O 


4 
' bt 
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"NORD THOM 





EMCO-NOROSTROM TYPE HYPRESEAL TY 


THE ENGINEERED VALVES FOR 

EVERY NEED. FREE-TURNING. 

LEAK-RESISTANT. CORROSION- 

: : RESISTANT. FOR WIDEST RANGE OF 

a a PRESSURES AND TEMPERATURES 


tO NORDSTROM VALVE CO. A Subsidiary of PITTSBURGH EQUITABLE METER CO, 


Oficcs: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, Columbia, Memphis, 
& Chicago, Kansas City, Tulsa, Houston, Los Angeles, Oakland. Canadian Representatives and Licensees: 
Peacock Brothers, Ltd., University Tower Building, Montreal, Ouebec. 
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END-OF-A-CORD HEATING 


A Thoroughly Practical 
Entirely Automatic 
Electric Steam Radiator 


eaiemtedt on A votes 


mei at a 


EATS by steam produced by elec- 

tricity. Gives off both radiant 
and convected heat same as any well 
behaved steam radiator. 


Shipped with the right amount of non- 
freeze water, all ready to plug in. 


It’s heat on wheels. Mounted on ball 
bearing casters, can be pushed from 
room to room. Weighs so little can 
be easily carried upstairs or down. 


Equipped with both a thermostat and 
automatic current cut-off. When pres- 
sure in radiator reaches 5 lbs. current 
is cut-off. When it falls to 2 lbs. it is 
cut-in again. Consumes the current of 
an electric iron. 

Made in 3 sizes for 115 volt A.C. 
Also 230 A.C. or D.C. 

Attractively finished in a neutral color 
with black trim. Yields good margin 
of profit. Backed and guaranteed by 
Burnham, makers of heating equip- 
ment for over half a century. 


Send for circular giving detail iafor- 


mation. 


IRVINGTON, NEW YORK 


ees 
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Ever since the first Monroe Adding-Calculator was 
made 24 years ago, business has looked to Monroe 
to increase the output and cut the cost of 
business figures. 





Today, Monroe offers 197 models, each desk- 
size, each with the famous “Velvet Touch” key- 
board. There are calculators, adding-listing 
machines, bookkeeping machines, check writers, 
and check signers. And back of every Monroe is 
a nation-wide figure service operated through 150 
Monroe-owned branches. 


The Monroe office nearest to you will be glad to 
show you a “Velvet Touch” Monroe at work on your 
own figures. Write to us for a free copy of “Velvet Touch,” 
a booklet that describes 
the expanded Monroe line. 

Monroe Calculating Machine 
Company, Inc., Orange, N. J. 


NEW GROUP AND GRAND 
TOTAL ADDING- LISTING 
MACHINE 


Compact... convenient...with two 
registers, one for group totals and 
sub-totals, and the other for grand 
totals and sub-totals . .. automatic 
negative totals and sub-totals. 
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At cast ! 
CHAIN LINK FENCE THAT CAN 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


coating. 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 


‘nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 





ANCHOR ‘fences 


°° BETHANIIED WIRE 
ANCHOR POST FENCE COMPANY, EASTERN AVENUE, BALTIMORE, MARY 
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No. 15 of a series of messages to Public Utility executives pointing out oppor- 
tunities for load-building by promoting the use of electric arc welding 


"Stepping on” the K.W.H. - 
ruck-Body Manufacturers 


are taking dead-weight ‘‘for a ride.’’ 


‘Free 


Instruction 
por Power 
Galesmen 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so that 
they can discuss it intelli- 
gently with prospects. Are 
you interested in securing 
this service? Just get in 
touch with our main office 
in Cleveland, Ohio. 





Using high-strength steels and fabricating with the 
electric arc, builders of dump bodies, tank bodies 
and trailers are effecting savings in weight up to 
50%. Greater payloads for the user. Greater sales 
volume and greater economy for the manufacturer. 
And greater revenue for the power company! 


Are your industrial power salesmen calling on 
manufacturers such as these . . . bringing to their 
attention the many profitable uses of electric arc 
welding? The prospects for increasing the arc 
welding load on your lines were never brighter than 
they are right now! 


When you take advantage of this thriving market, 
feel free to enlist the services of the Lincoln man. 
He will gladly share his knowledge with you. If 
he is not local, get in touch with THE LINCOLN 
ELECTRIC COMPANY, Dept. YY-328, Cleveland, 
Ohio. Largest Manufacturers of Arc Welding 
Equipment in the World. 


* Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 
5,000 to 10,000 Ibs. of electrodes per year. 


LINCOLN 





a 


~ ee 
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ee the exact temperature 


through these “EYES”. . 














Through Taylor Dial Thermometers read clearly... 
accurately... unfailingly. . . the temperature.picture 
at important points in power production 


HERE no permanent record is 
needed . . . where no comparison 
of temperatures during a twelve or 
twenty-four-hour period is desired . . . 
but where there must be a constant 
check on temperatures, use-Taylor Dial 
Thermometers to watch them for you. 
Taylor Dial Thermometers meet ex- 
acting demands for accuracy, durability 
and long service. They are simple and 
sturdy in design, and are the product of 
craftsmen who combine knowledge of. 
industrial and scientific needs with super- 
lative skill in construction. 
The Mercury-Actuated type of ther- 


mometer is particularly designed for use 
where operating conditions are severe. 
It is efficient anywhere within limits of 
minus 40° F. and plus 1000° F. 

The Vapor-Actuated type is especially 
useful where very open scale divisions 
are needed over a restricted working 
temperature range. It can be used for 
temperatures up to 660° F. 

Because of the fine accuracy and un- 
usual durability of all Taylor Dial Ther- 
mometers, users find that it is worth 
while to standardize on them through- 
out their plants. Discuss their use with 
a Taylor Representative, as we hope 


you will talk over any of your probles 
of temperature, pressure or flow contra 
See him about details on Taylor indic: 
ing, recording and controlling ins 
ments and on Taylor Control Syste 
specifically for use in Power Plants 
in the distribution of power. Ta) 
Instrument Companies, Rochester,N.¥ 
or Toronto, Canada. Manufacturers 
Great Britain—Short & Mason, Ltd 
London, England. 


i’ 


Indicating JRecording | 








TEMPERATURE, PRESSURE 
FLOW INSTRUMERTS 
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160 Foot Candles 


PERMAFLECTOR 
BUILT-IN DIRECT LIGHTING 


Modern illumination for modern stores. Efficient In the jewelry store illustrated above, an intensity 
act lignting from concealed sources. Recessed of 160 foot candles is produced on the display cases. 
tmafleccors control the light, delivering high in- Permaflector Built-In Direct Lighting offers the pub- 
msity illumination to the merchandise without any lic utility a modern lighting system that is a real 
ae and with no feeling of excessive brightness. load builder. Recommend it to your customers. 
Write today for a copy of our 4-page folder on 
Permaflector Built-In Lighting 


PITTSBURGH REFLECTOR COMPANY 
| 
OLIVER BUILDING ##~ ¥ PITTSBURGH, PA. 


Permaflector 
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BARCO HAMMERS TAKE THEIR WORK IN STRIL 





Compact and self-powere 
the BARCO will say 
money in many ways. 


The Barco Gasoline 
Hammer is complete 


in itself. * 8 No demolition job is td 
tough for the BARC 
Portable Gasoline Hamm 
... regardless of the weath 
... breaking, digging, dri 
ing, cutting, drilling ¢ 
tamping. 


Write for catalog. 
BARCO 


MANUFACTURING CO. 
1803 W. Winnemac Ave. Chicago, 
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GAMO TYPE L-2 METERS SINGLE DISK 


The Type L-2 two-element meters com- TWO-ELEMENT METERS 


prise two complete electro-magnetic 
dements driving a single disk. They are 
designed for modern "A" and "S" 
mountings, thus combining conven- 
ince in installation with a minimum of 
Bispace requirements. Electrical char- 
Mail ccteristics meet all the requirements TYPE L-2-S 
7 for modern meter accuracy and per- eats 5 


formance. 


| sdetn Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 








BUS SUPPORTS AND 
DISCONNECTING SWITCHES 
FOR EVERY SERVICE 


INIT TYPE DESIGN 


* 

* 
ASK FOR 
CATALOG 

* 

* 











Delta~Str Q) Electric Go 


=m a 2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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New—For Industrial Lighting! 


uths “TRIPLE A” ALZAK STANDARD 
DOME SOCKET REFLECTOR 


Correctly designed for Maximum Efficiency and Distributio 


Underwriter’s Laboratories Standard. 


@ 1. Exceptional light-output. 

@ 2. Desirable Color Correction. 
@ 3. Light-weight; easy to handle. 
@ 4. Never rust, discolor, or peel. 


@ 5. Will not chip or break. 





Sade Dome Type @ 6. Modern in appearance. 





Efficiency 
Permanency 
and Toughness 


uth ALZAK 


Write for our No. 30 Catalog 


She Fs OWIN EF. Guina Company 


DESIGNERS-ENGINEERS-MANUFACTURERS 
Lighting Equipment 


ST. LOUIS. U.S.A. 


Glass-Alzak Type 
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Saving B. T. U's Is 
Saving Dollars 









A gain of several degrees in the 
Hotwell temperature is effected by 
the design of the C. H. Wheeler 
“Dual Bank” type condenser. 

















When multiplied by the pounds of 
water passing through the condenser 
per hour, this degree increase rep- 


resents a saving of many dollars. 
or ) C. H. WHEELER MFG. CO. 
i ; a aa “aa 19th St., Lehigh & Sedgley Aves., 
sword blade tudo: ioeuiiiien tiemhs WF. the Philadelphia, Pa. 


cold hammered blade was thrust in and 
out of a fire of cedarwood coals, while 


the master workman recited a prayer to C. H. WHEELER OF PHILADELPHIA 
the god Bal-Hal . . . and while red hot, 


was passed from heel to point, six times 
through the most fleshy portion of an VL aadddddddbdddda 


Ethiopian slave’s back .. . and then 

— onan = ——- with one swing- 

ing blow, without displaying any nick or 

crack along the edge .. . and after that The Trend 

—_ be ==. around the body of a man 

without breaking . . . then, and only Di h 

then, it was well tempered and might “be to ictap one 

accepted as a perfect weapon!” 
Worthy craftsmen though they were, Sweeps On 


the Damascene steel makers mistakenly 
accepted as incontrovertible truth what 







ani \ 
a i 





i) 
Bi 


n. 
die. Mradition 


eel, 






























es to believe through habit. NEVER has interest in Dictaphone run so 
As a more modern example, there were high as it does today. Businesses of every 

so many, that firmly believed pressure re- sort and size are turning to this modern 

lief to be alone sufficient for safe opera- dictating instrument—simply because it 

tion of domestic water heaters, that it . : 

took years of research by Kitson to blast gets things done so quickly, smoothly, ac- 

the fallacy once and for all. But, by labor- curately and conveniently. 

atory investigation and accumulation of 

aa ane over a period of years, Kitson Actual handling of correspondence is 

established beyond doubt that true emer- only the first of a long list of Dictaphone’s 






gency relief depends upon temperature 
limitation—and all Kitson devices (made 





benefits. All day long, it lets men and their 









thle primeaien patents) are based upon secretaries work, independent of each 
Yo:'ll be interested in the details of the other’s time and convenience. Try out 
results of this exhaustive study. Send Dictaphone in your office. 






for them .. . there’s no obligation. 


KITSON COMPANY DICTAPHONE 








2409.15 WESTMORELAND STREET Sales Corporation 
PHILADELPHIA, PA. 420 Lexington Avenue 

Manufactu f: Ki i i - } 

ens) (or Deane Wee ee Ge ben New York City 








Goods for Gas, Water and All Plumbing Uses. 
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VABI-IYPER Composing Unit 


...a complete Type Composing 
Department for the office... 
your stenographer. operates it! 





NOW .. . all the reading matter for your office forms, house-organs, 
bulletins, statistical reports, etc., can be composed on the VARI-TYPER 
Composing Unit . . . by your regular office stenographer. . . ! A great 
variety of different type-faces, (instantly interchangeable) and a variety of 
different spacings, both horizontal and vertical, make it possible to compose 
reading matter which will rival printers’ type in appearance and versatility. 
The savings, of course, make this unit a most important contribution to the 
modern office system. 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE NEW YORK, N. Y. 





Dependable service—long hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 


lights and batteries have proven they can 
Pictured here, the famous quar- 
take it. That's why each year more and more sleet feclasae! Rotoahic 
Switch---exclusively a Ray-O 


utilities specify “Ray-O-Vac”. Vac feature 


RAY-O-VAC BAe oo 


Formerly FRENCH BAT CC MPA 
MAIN OFFICES and PLANT ‘MADI YN, WISCONSIN 
Additional Factories at Clinton, Massachusetts, Lancaster, Oh 
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MODERN 


EQUIPMENT 
for 


MODERNIZATION 
PROGRAMS 


Never before has The Babcock & Wilcox Company had such a wide 
range of equipment suitable for modernizing older power stations that 
are now obsolescent because of the great strides made during the past 
ten years in the economical generation of power. 

Since 1929, the Company has developed, or announced as available: 
new types of boilers, a new water-cooled furnace construction, a pul- 
verizer of 50-tons capacity, new types of fuel-burning equipment, and 
many improvements made in its other products. 

The Babcock & Wilcox Company is fully prepared to help producers 
of power to carry out modernization programs involving changes, such 
as the installation of modern slag-tap furnaces with water-cooled floors, 
high-pressure boilers super-imposed on existing low-pressure systems, 
or high-pressure high-temperature units. 

Babcock & Wilcox Engineers will be glad to discuss with executives 
and engineers the economic application of these new and improved 


products. 


The Babcock & Wilcox Company ... 85 Liberty Street . . . 


BABCOCK & WILCOX 


ou. 
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National 
rLEA LAY | 


PARKWAY 


oe CABLES 


> - asi 


FLEXLAY CABLES ARE DESIGNED 
FOR DIRECT-EARTH INSTALLATIONS 
WHERE LOW MATERIAL, INSTAL- 
LATION COSTS ARE DESIRED WITH- 
OUT SACRIFICE OF DEPENDABLE SERVICE. 


IT IS HIGHLY INSULATED YET#FLEXIBLE, 
AND ADEQUATELY RESISTS THE ACTION OF 
SOIL TEXTURES, OILS, ACIDS, PREVAILING 
MOISTURE CONTENT, AND FROST. 


e 
PROVIDES A LESS EXPENSIVE UNDER- Rational! 
GROUND SYSTEM, EASIER CABLE REPLACE- * 
MENTS AND LESS LOSS WHERE A CIRCUIT Electric 
MAY BE DISCONTINUED. 
rPRoOOoOoOCcTS 


IN ONE, TWO OR THREE CONDUCTORS 
AND BOTH NON-METALLIC AND FULL. SVR@9R ATION 
METALLIC TYPES OF CONSTRUCTION. Pittsburgh, fa. 
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. SPECIAL NOTICE TO SUBSCRIBERS AND ADVERTISERS 


DATES OF ISSUANCE 


Public Utilities Fortnightly is issued 26 times a year— 
on every other Thursday. There happen to be 27 alternate 
Thursdays in 1936. The issue of December 17th, there- 
fore, completes this year's schedule of 26 issues. Accord- 
ingly, the issue following that of December 17th will be 
dated January 7, 1937, and not December 31, 1936, 


as might otherwise be expected. 
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{ National ot te eed & Air Conditioning Association concludes convention, 
Chicago, Iil., 











@ Mid-West Shippers’ Advisory Board will convene, Chicago, Ill., January 7, 1937. 





{ Society of Automotive Engineers will meet, Detroit, Mich., January 11-15, 1937. 





{ Mining e Metallurgical Society of America will convene, New York, N. Y., January 
12, 1937. 





{ American Engineering Council will convene for annual session, Washington, 
D. C., January 14-16, 1937, 





{ Minnesota popetene Association will hold meeting, St. Paul, Minn., January 
19-21, 





{ American Statistical Association opens meeting, Chicago, Iil., 1936. 








{ American Society of Civil Engineers will hold convention, New York, N. Y., 
January 20-22, 1937. 





9 Merry Christmas, 1936! 





{ American Society of Heating me J Ventilating Engineers will hold convention, St. 
Louis, Mo., January 25-27, 193 





American sa? of Electrical Engineers will hold winter convention, New 
‘ork, N. Y., January 25-29, 1937. 








q Nebraska Telephone Association will hold session, Lincoln, Neb., February 9, 10, 
1937. 





§ National Electrical Manufacturers Association will hold mid-winter meeting, New 
York, N. Y., February 14-19, 7. 











4 American Railway Engineering Association will convene for annual session, Chicago, 
Il., March 16-18, 1937. 
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An Insurance Man Looks 
at Public Utilities 


WE have all heard politicians and reformers criticize the utilities and we 
have heard officials of the industry defend it, but where would one expect 
to get a more disinterested, hard-headed, cold-blooded appraisal of the 
virtues and vices of public utility industries than in the investment depart- 
ment of a large life insurance company? With the responsibility of investing 
millions of funds for policyholders, these companies must not only look 
before they leap into utility securities, but use a figurative combination of a 
microscope, X-ray, and lie detector. What does a typical insurance man 
think about the utilities? What signs, or faults, does he look for in deter- 
mining a prospective investment, and why, after all is said and done, do 
insurance companies continue to invest so heavily in public utility securities? 
This article is one frank reply. 


By FERGUS J. McDIARMID 


INVESTMENT RESEARCH DEPARTMENT, 
LINCOLN NATIONAL LIFE INSURANCE COMPANY 


holding 92 per cent of the as- 

sets of the legal reserve life in- 
surance companies of America, had 
in their investment portfolios $2,212,- 
000,000 dollars of public utility securi- 
ties. That is equivalent to saying that 
12 per cent of the huge reservoir of 
deferred purchasing power which the 
funds of these life companies repre- 
sent is stored in the properties of our 


\ the end of 1935, 49 companies 


utilities. If you own a life insurance 
policy, then quite probably you have 
a stake in Alabama Power, and you 
may follow the fortunes of Common- 
wealth Edison from a not entirely dis- 
interested point of view. 

The institution of life insurance is 
probably the most important single in- 
strumentality through which the own- 
ership of our public utilities is vested 
in the great American middle class; 
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for life insurance belongs preéminent- 
ly to those millions who occupy the 
' middle station in life. It could not be 
otherwise with 116 million separate 
contracts in force, 83 million indus- 
trial and 33 million ordinary. The 
average accumulation through the or- 
dinary policy amounts to only about 
$340, while for the average industrial 
policy it would not exceed $75. Even 
the fact that a fairly large proportion 
of these policyholders owns more than 
one policy does not materially alter the 
picture. 

Sit for an hour in the branch office 
of any life insurance company and 
observe the people from whose hard 
won accumulations the assets of our 
life insurance companies have been 
built. To do so is one of the most 
chastening experiences an investor of 
life company funds can undergo. 
Do these people regard their policies 
as instruments of protection that may 
conceivably fall short of the promises 
contained therein? No. If they do 
any speculating they wish to do it else- 
where. 

The promises contained in their 
life insurance policies they regard 
as the absolute minimum of their 
financial expectations. These things 
may seem elementary but they are 
fundamental. A keen and deep ap- 
preciation of them forms the only 
proper background against which to 
consider possible channels for the in- 
vestment of life company funds. 


A a field for the investment of such 
funds the securities of public 
utilities have found increasing favor. 
The utility investments have grown 
both in absolute amount and as a per- 
centage of the total. 


‘ment of life company funds? 


Investep Assets or 49 LeapincG Lire Insur- 
ANCE COMPANIES (MILLIONS OF DOLLARS) 


Total Utility 
Investments Investments. 
2,467 $ 134 (5.4%) 
4,366 217 cay 
8,901 632 (7.1) 
13,939 1,675 (12.0) 
16.847 2/212 (13.1) 
For what general reasons have the 
utilities attracted this large and in- 
creasing share of life company funds? 
In the first place the utility industry 
requires a very large fixed investment. 
The industry has had a very rapid 
growth both in plant and income. 
This growth gives promise of continu- 
ing. Because of the essential and 
monopolistic nature of utilities they 
possess a security of earnings found 
in few other industries. Then, the 
element of diversification of risk, the 
solid rock on which life insurance is 
based, is found to a marked degree in 
a public utility enterprise. This is es- 
pecially true of a large electric utility. 
It derives its revenue from a myriad 
of customers. These customers in 
turn fall into domestic, commercial, 
industrial, and other classifications so 
that the business of such company 
rests on a very broad base. Finally 
the product sold itself may be aptly 
described as the least common denom- 
inator of our mechanical civilization. 
Vindicating the wisdom of the life 
companies in investing heavily in util- 
ity securities, these securities have 
stood the acid test of the depression 
better than any other class of invest- 
ments. 


Dec. 31 


HAT makes the securities of a 
particular public utility compa- 
ny a suitable medium for the invest- 
Con- 
sider first those matters over which 


800 





AN INSURANCE MAN LOOKS AT PUBLIC UTILITIES 


the utility management has been in a 
position to exercise complete control. 
Foremost of these is the relation of 
debt to property value. Is the com- 
pany’s debt too heavy in relation to 
the probable value of its property? 
This question is important, for it is 
the practice of regulatory bodies to 
allow a utility to earn no more than a 
fair return on what is considered a 
fair valuation of its property. This 
matter of property value therefore is 
of the utmost importance in apprais- 
ing the future ability of the company 
to discharge its obligations to its se- 
curity holders. 

If such a valuation, set by the courts 
and accepted by the company, has re- 
cently been made our problem is 
solved. Unfortunately such cases are 
rare and we must usually turn to less 
reliable sources. The book value may 
be studied over a period of years. Has 
this been sharply written up to agree 
with some reappraisal of the property 
based on top-notch prices? The utili- 
ties as a class, profligate with informa- 
tion on income and expenses, are in- 
clined to be secretive toward investors 
about their property accounts. Oc- 
casionally through various channels 
certain information comes to light. 
If, for example, it is discovered that 
a company carries a small inefficient 
hydro plant on its books at $400 per 
kilowatt of capacity, it is not a good 


omen. If in addition it treasures an 
old and little used steam plant in its 
property account as though it were 
new, it will probably be wise to dis- 
miss the entire stated book value of 
property as a misleading bit of fiction. 
In such a case our opinion of the man- 
agement will have deteriorated rather 
badly. Any further consideration giv- 
en the securities of that company will 
have to be based on an independent 
appraisal of the property. In some 
cases, such an appraisal made by a re- 
liable engineer is available. In most 
instances, however, a conservative rule 
of thumb valuation of our own, based 
on the more important descriptive 
data, will help us to avoid the major 
pitfalls. 


MN the present time there are utili- 
ties the value of whose tangible 
property is conservatively reflected in 
its book value. Unfortunately there 
are others for which it is impossible to 
imagine any relation between their ac- 
tual property and its book value, other 
than one involving wholesale inflation 
of the latter. In this unchartered sea 
of property valuation the investor is 
left to steer a course guided fargely 
by hunches. Hunches, even educated 
ones, form a most unsatisfactory basis 
for the investment of trust funds. 
Closely allied to the matter of prop- 
erty value are the related items of 


e 


suggested widespread interconnections between the public 


q “SPOKESMEN on both sides of the controversial fence have 


and private lines. 


The logical assumption would be that 


the government-generated power will go to market over 


private lines. 


Once such a policy is established there are 


a great many investors of trust funds who will sleep better 


at night. 


In the meantime we shall continue to whistle.’ 
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property maintenance and retirement. 
There are still in full operation at 
Niagara Falls large generating units 
which were installed away back in 
1902. The operators of these units 
still claim for them a long future life. 
However, most items of electric prop- 
erty do not maintain their usefulness 
so long. Where is the steam unit in- 
stalled in 1902 that is now anything 
more than a museum piece? In one 
station visited by the writer, large 
steam turbo-generators installed a 
scant ten years ago were no longer 
used to carry the base load. Their 
place had been taken by new machines 
using three times the steam pressure. 
Thus does obsolescence crowd the 
property account with items of plant 
which are already on the way out. 


A&= investors being fully protected 


against the encroachments of 
obsolescence? What has been the rec- 
ord of the companies in providing for 
it? In the 6-year period from 1930 
to 1935 inclusive, 38 sizable operat- 
ing utilities spent 13.7 per cent of their 
gross operating revenue on the main- 
tenance of property and the provision 
for its retirement. The businesses of 
these companies were either all electric 
or predominantly so, and they be- 
longed to six different holding compa- 
ny groups. In the period studied they 
made annual provision for property 
retirement to the extent of 1.52 per 
cent of the mean book value of their 
properties. The smallness of this fig- 
ure, even after allowing for such non- 
depreciating items as land and water 
rights, leads us to believe that these 
companies as a group take a rather 
optimistic view of the longevity of 
their plant. Either that or book val- 


ues as a whole have been seriously 
written up. 

Within the group there were enor- 
mous variations. Up near the top 
was one company which spent 19.6 
per cent of its gross for maintenance 
and retirements, and 2.43 per cent an- 
nually of the mean book value of its 
property for retirements alone. Away 
down at the foot was a utility, spend- 
ing only 7.6 per cent of gross for 
maintenance and retirements and only 
.42 per cent of the mean book value of 
property on retirements alone. Both 
of these systems are self-contained 
utilities, both do a business which is 
almost entirely electric, and both gen- 
erate their power entirely by steam. 
On this matter of their respective re- 
tirement allowances they can’t both be 
right. Either one is greatly overdo- 
ing it or the other is skimping badly. 
In the meantime the securities of the 
company making the larger provision 
for maintenance and retirements have 
the greater appeal as a depository for 
our policyholders’ funds. 


B” why make a major issue out of 
this matter of retirement allow- 
ances? In the first place, a utility 
which makes insufficient allowance for 
this is overstating its earnings. It is 
probably paying out to common stock- 
holders and promoters funds which 
should be used to strengthen the posi- 
tion of the bondholders and preferred 
stockholders. If these funds are not 
used to add to the property then they 
should be used to retire debt. 

We dearly love to see provision for 
a strong sinking fund in a bond issue. 
Why? Are not the utilities, particu- 


larly the electric utilities, a growing 


industry? Will not the security of the 
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Insurance Policyholders Interested in This 


¢¢ A CONSTRUCTIVE termination of the present war being waged 

on the private utilities by government agencies, both 
Federal and municipal, is essential if the rights of the investor— 
and that means you, Mr. Policyholder—are not to be entirely 
ignored. Finally, the universal establishment of fair and efficient 
public regulation of utilities would be one of the greatest pieces 
of good fortune which could befall the investor in the securities 

of our private utility systems.” 





bondholders automatically increase as 
the business expands? Why then 
worry about debt retirement? Well 
you see our experience with railroad 
securities has taught us something. 
Very few railroad bonds have any 
provision for debt retirement in spite 
of their very distant maturity dates. 
The promoters and stockholders got 
theirs and the bondholders who re- 
ceived only a low, nonspeculative re- 
turn on their investment have in 
a great many cases been left holding 
the bag. 

Therefore whatever may be the pres- 
ent outlook for the utility industry we, 
who invest life insurance funds, prefer 
to hedge. After a life insurance pol- 
icy is sold the amount subject to mor- 
tality risk is constantly decreased by 
the accumulation of a reserve. Why 
should we not seek to apply to the in- 
vestment end of our business the same 
well-tried principles which have stood 
us in such good stead in the insurance 
end. 


N°? matter affecting the utilities 
gives investors more concern 
than the Federal government’s activi- 
ties in the power business. Foremost 
of these is the Tennessee Valley Au- 
thority. Will the supposedly cheap 
power to be developed by the Federal 
plants in the Tennessee valley au- 
tomatically provide a new market for 
itself? That is the claim of some. 
No theoretical answer to this question 
is as satisfactory as a practical anal- 
ogy. 

This summer the writer visited a 
number of large hydro plants in east- 
ern Canada. Some of them, connect- 
ed to well-established power systems, 
were operating under very satisfactory 
loads. Others were not so fortunate. 
One large development, the Ottawa 
river, was reached only after an hour’s 
tramp through the wilds. The in- 
terior of that power house, however, 
would have satisfied the craving for 
culture of the most ardent social up- 
lifter on the staff of TVA. The floor 
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was of deep red tiles, and the walls 
were done in a pale green motif. 
There stood in that palace four huge 
generators of 27,000 horsepower 
apiece which hadn’t turned in months. 
Those machines stood there begging 
to generate firm power for as little as 
one third of a cent per kilowatt hour, 
with no takers, while the unused water 
boomed merrily down the spillways. 


T is entirely unlikely that the ‘‘coun- 

try folk” of the Tennessee valley 
will be any more successful at absorb- 
ing a large volume of power than have 
been the habitant French of the Ot- 
tawa valley. How then will the four 
billion-odd kilowatt hours that the 
TVA plants will be able to generate in 
a year be absorbed? Not by proselyt- 
ing a few tens of thousands of domes- 
tic and commercial customers from 
the established utilities of the region. 
The problem is away beyond that. 
Fortunately some solid ground ap- 
pears to be emerging from the flood 
of controversy, on which investors. in 
the utilities will hasten to place their 
hopes. 

Spokesmen on both sides of the con- 
troversial fence have suggested wide- 
spread interconnections between the 
public and private lines. The logical 
assumption would be that the govern- 
ment-generated power will go to mar- 
ket over private lines. Once such a 
policy is established there are a great 
many investors of trust funds who 
will sleep better at night. In the 
meantime we shall continue to whistle. 

There is, however, one phase of 
public activity in the utility business 
which contains no ray of sunshine for 
It is the duplication of 
already existing distribution systems 


through the use of public funds. Such 
a course of action is wasteful, costly, 
and destructive to all parties con- 
cerned. We can only hope to keep 
our policyholders’ funds clear of such 
situations. 


Fr, we afraid that the present pres- 
sure for rate reductions will im- 
pair our investment in electric utilities? 
In this connection the record of one 
utility whose bonds we own has been 
very comforting. This company in 
1935 sold an average of over 2,900 
kilowatt hours per domestic customer 
at an average rate of one cent. To be 
more specific, its domestic schedule al- 
lows the purchase of 500 kilowatt 
hours monthly for $3.92. This sched- 
ule has remained substantially un- 
changed since 1918. In every year 
except one throughout the depression 
this company showed an actual in- 
crease in net operating revenue, and in 
no year did it fail to pay 6 per cent on 
its common stock. Did you know 
such an animal existed? Needless to 
say this company is not bothered with 
rate agitation. Its customers will 
burst into song about their rates on 
the slightest provocation. We in turn 
are not worrying about our invest- 
ment in that company. 

It is not our purpose to insinuate 
that the record of this company can 
be duplicated anywhere. It has had 
cheap hydro power near at hand since 
the early days of the electrical indus- 
try. However, this company has de- 
veloped its opportunities in a unique 
manner. In a recent interview with 
some of its officials this opinion was 
obtained : 


The domestic rates charged by most utili- 
ties are still at much too high a level. These 
rates should be lowered by degrees, and over 
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a period of time, for after a certain point the 
expansion of the domestic load depends as 
much on the ability of the community to 
install heavy electric equipment as on low 
rates. When competition of cheap natural 
gas exists this should certainly be taken 
into account in formulating rate reductions. 
As rates reach low levels agitation for pub- 
lic ownership also will disappear. The tar- 
get will have been removed. 
os a recent conversation with a util- 
ity executive the writer was inter- 
ested to hear him refer to the “tough- 
ness” of the public service commission 
which exercises jurisdiction in his 
state. Whether he knew it or not the 
reputed “toughness” of that commis- 
sion helped us to decide to purchase 
some bonds of his company soon aft- 
erwards, for as investors of trust 
funds we are partial to “tough” com- 
missions. By “tough” we choose to 
mean firm and unyielding in their de- 
mands that the utilities stick to the 
straight and narrow in their financial 
policies and diligent in protecting the 
rights of the consuming public. For 
example, because of the high grade 
commission regulation prevailing in 
Wisconsin, and working within a 
framework of wise laws, we would 
buy securities of a given intrinsic mer- 
it issued by a utility of that state 
which we would hesitate to touch if 
issued by a utility in a state where reg- 
ulation is loose or nonexistent. 
Wise and efficient public regulation 
of utilities protects the investor both 


directly and indirectly. Directly it 
protects him by its control over the 
financial policies of the utilities. It 
limits the issuance of securities to an 
amount not exceeding the value of the 
property against which they are is- 
sued. It stands in the way of infla- 
tionary write-ups in book values which 
mislead the investor. It forces the 
utilities to provide adequately for de- 
preciation and property retirement. 
For example, two large Wisconsin util- 
ities at the present time have restric- 
tions on dividend payments until their 
depreciation reserves have been built 
up to a level which the Wisconsin 
commission considers adequate. 


HE indirect protection afforded 

the investor is equally if not more 
important. This is exercised by pro- 
viding the public with a square deal, 
and what is just as important, with 
the knowledge and conviction that it 
is getting a square deal. 

It is probably not overstating the 
case to say that on the formulation of 
the right kind of public regulation 
depends the ability of the privately 
owned utilities to survive. It is their 
chief safeguard against the building 
up of a cumulative and antagonistic 
public opinion which will sooner or 
later look to direct action as the only 
way to obtain its rights. 


“Ir is probably not overstating the case to say that on the 
formulation of the right kind of public regulation depends 
the ability of the privately owned utilities to survive. It 
is their chief safeguard against the building up of a cumula- 
tive and antagonistic public opinion which will sooner or 
later look to direct action as the only way to obtain its 
rights.” 
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Taking the most pessimistic view, 
such regulation provides for the or- 
derly transfer of the utility business, 
where the public demands it, from pri- 
vate to public hands. Referring again 
to Wisconsin we find that in that state 
a municipality wishing to go into the 
utility business must take over the 
property of the existing company at a 
price set by the commission. Those 
most wasteful and destructive wars of 
attrition between competing public 
and private systems are ruled out. 
The investor as well as the public may 
hope for a square deal. Compare this 
with the situation in Oklahoma where 
every time a utility’s franchise in a 
town expires, a local election must be 
held for the utility to obtain permis- 
sion to continue to operate! 


) this all too brief survey, the 


writer has reviewed the more im- 
portant factors which must be consid- 
ered when investing trust funds in the 
securities of our private utilities. 
Some of these factors are within the 
control of the utilities themselves. 
Others lie in the broader and more in- 
tangible sphere of public policy. 
Among these we have touched upon 
the handling of the property account. 


We have stressed the desirability from 
the viewpoint of investors of a con- 
servative depreciation and debt retire- 
ment policy. The necessity for a for- 
ward-looking rate policy has also been 
pointed out. 

Another group of factors affecting 
the investor in utility securities lies 
in the broader and more intangible 
sphere of public policy. Here again 
the rate policy of the utilities, particu- 
larly in the domestic sphere, appears 
to be of the utmost importance. A 
constructive termination of the pres- 
ent war being waged on the private 
utilities by government agencies, both 
Federal and municipal, is essential if 
the rights of the investor—and that 
means you, Mr. Policyholder—are 
not to be entirely ignored. Finally, 
the universal establishment of fair and 
efficient public regulation of utilities 
would be one of the greatest pieces of 
good fortune which could befall the 
investor in the securities of our pri- 
vate utility systems. All of these fac- 
tors receive the most careful consid- 
eration of the investor of life insur- 
ance company funds. None of them 
can be overlooked if the policyholder 
is to receive the protection he expects 
and merits. 





Rural Electrification Codps 


coVWVe are witnessing today another drive to encourage the building 
of coéperative (rural electrification) lines. The mere fact that 
the government is financially and otherwise encouraging such enterprises 
is no indication that they will be more successful than in the past. 

“Tt may seem to some that an unduly pessimistic picture of the future 
of rural electrification has here been painted. Nevertheless, the real 
friends of this movement are those who have a real understanding of 
its limitations as well as its possibilities, and not those who, with un- 
thinking optimism, neglect the background of experience already 


accumulated.” 
—Hupson W. Reep, 
United Gas Improvement Company. 
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A proposed major change in policy which, in the 
opinion of the author, will receive increasing public 
attention before many months have passed. 


By WILLIAM A. ROBERTS 


IDDEN among the numerous 
panaceas for the ills of gov- 


ernment is the proposal for 
the establishment of a Federal admin- 
istrative court. Perhaps the reason 
for the absence of critical comment 
lies in the eminent respectable parent- 
age of the proposed plan. It is spon- 
sored by the Committee on Adminis- 
trative Law of the American Bar As- 
sociation and is the outgrowth of 
many years of criticism of bureaucrat- 
ic tendencies in government arising 
largely through the increased com- 
plexities of industry and commerce 
and of the legislation enacted to regu- 
late business. 

About four years ago the general 
discussions of the review of questions 
of administrative action of various 
departments and agencies had as- 
sumed such importance that a special 
committee on administrative law was 
authorized and appointed by the 


American Bar Association. This 
committee filed interim reports only 
until 1935 when a substantial report 
suggesting in general a course of ac- 
tion was presented to the meeting of 
association in Los Angeles. 

It is not possible in this brief arti- 
cle to review all preliminary steps but 
during the year succeeding the Los 
Angeles meeting the Administrative 
Law Committee was authorized to 
prepare a draft of legislation embrac- 
ing its views as to practical remedies 
for acknowledged administrative defi- 
ciencies. This bill was drafted and 
was introduced by the Honorable M. 
M. Logan, United States Senator 
from Kentucky. No committee ac- 
tion or hearings upon the bill were 
held but it instantly became the sub- 
ject of critical analysis by many inter- 
ested in governmental problems. At 
the 1936 annual meeting of the Bar 
Association in Boston an exhaustive 
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report was filed by the Administrative 
Law Committee which, among other 
things, reviewed the Logan bill in 
great detail. The recommendations 
of the committee, however, were much 
more limited and were stated as fol- 
lows: 


1. That the association approve in principle 
the establishment of a Federal adminis- 
trative court; and 

2. That such court should have the follow- 
ing features: 

(a) Its essential purpose should be to 
provide means for the gradual segregation 
of judicial functions now exercised by Fed- 
eral administrative agencies (or hereafter 
proposed to be lodged in such agencies) and 
to establish an independent forum for the 
exercise of those judicial functions on is- 
sues both of law and of fact, either original- 
ly or on review of the decisions of such 
agencies. 

(b) Its members should be lawyers, 
should be appointed by the President and 
confirmed by the Senate, and should hold 
their offices during good behavior. At the 
outset the members of the administrative 
court should, so far as practicable, include 
the members of those Federal tribunals 
which would be superseded by the court. 

(c) While at the outset its jurisdiction 
should be confined to a limited number of 
classes of administrative controversies, its 
organization should be such as to serve as 
a nucleus in which jurisdiction over other 
classes of administrative controversies could, 
from time to time, be reposed by Congress. 

(d) Its organization should include a 
trial division and an appellate division and, 
within the range of practicability, each divi- 
sion should be susceptible of subdivision in- 
to branches for the hearing of particular 
classes of cases, to the end that the benefit 
of expert and experienced judges over par- 
ticular subject matters may be achieved and 
that at the same time a satisfactory flexibil- 
ity may be preserved. 

(e) It should, to the full extent permitted 
by its size and its jurisdiction, be ambula- 
tory so that, so far as possible, its cases 
would be heard in the district or region 
where they arise and excessive concentra- 
tion of power in Washington would be 
avoided, and, to this end and to assist it in 
the expeditious handling of its work, it 
should be assisted by commissioners or ex- 
aminers. 

i ) It should have broad power to govern 

its internal organization and its practice and 

procedure by rules and regulations. 

(g) It should have no executive, inquisi- 
torial, or prosecuting power, and should 
have no legislative power. 


(h) Its decisions should be subject to re- 
view, in specified cases either directly by the 
Supreme Court or by the several circuit 
courts of appeals. Its establishment should 
not impair or detract from the jurisdiction 


now exercised by constitutional courts. 


HE report was available to the en- 
tire membership of the American 
Bar Association prior to the annual 
meeting. In the meantime the Federal 
Bar Association, the national organi- 
zation of attorneys representing the 
Federal government, had long been 
engaged in efforts to codrdinate and 
simplify the processes of administra- 
tive review in the several departments 
and agencies. Its Committee on Ad- 
ministrative Law was headed by Mr. 
John Dickinson, assistant attorney 
general and an acknowledged author- 
ity on this subject, and included some 
of the personnel of the equivalent 
committee of the American Bar As- 
sociation. The general investigation, 
however, was conducted by the Leg- 
islative Committee of the Federal Bar 
Association which during June sub- 
mitted a report on the Logan bill. 
This report opposed strongly the for- 
mation of a general administrative 
court and, conceding deficiencies in 
administrative procedure, urged ac- 
celeration in the studies of the Federal 
Bar Association preliminary to legis- 
lation which would improve the pro- 
cedure in the departments and admin- 
istrative agencies and which would 
simplify approach to the Federal 
courts as well as insure simple and 
effective relief in these established 
tribunals for persons aggrieved by 
executive or administrative action. 
Both reports were before the gen- 
eral assembly of the American Bar 
Association and were the subject of 
protracted discussion at the conclusion 
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of which the American Bar Associa- 
tion adopted a compromise resolution 
presented by Frank Hogan of Wash- 
ington, D. C., which in substance de- 
ferred specific recommendation by the 
American Bar Association for anoth- 
er year while continuing the Commit- 
tee on Administrative Law. 


HILE of course it is true that 

mere expressions of opinion by 
bar associations pass few laws, the 
widespread interest in the general 
problem and in the proposed adminis- 
trative court justifies an increase in 
the attention which industry and com- 
merce should direct at the problems 
involved. At least it must be granted 
that no one is in a sound position to 
express his criticism of governmental 
processes without indicating the kind 
of change which he deems satisfactory 
and practical. 

The proposal for an administrative 
court is briefly this, that there be 
formed a Federal court of forty 
judges and one chief judge. Head- 
quarters of the court would be Wash- 
ington, D. C., but its judges would 
be available for the trial of causes 
throughout the country. The initial 
personnel of this court would consist 
of the present fifteen members of the 
United States Board of Tax Appeals, 
the five members of the United States 
Court of Customs and Patent Appeals, 


and the five judges of the Court of 
Claims of the United States. The re- 
maining judges would be appointed 
by the President with the advice and 
consent of the Senate and would serve 
for life. The salaries would be sub- 
stantially the same as those existing in 
the United States district courts. Up- 
on its formulation, this court would 
assume all of the jurisdiction of the 
three bodies specifically named and in 
addition all of the quasi judicial func- 
tions of such other well-known Fed- 
eral agencies as the Interstate Com- 
merce Commission, the Federal Pow- 
er Commission, the Federal Com- 
munications Commission, the Federal 
Trade Commission, and others of 
more recent establishment. 


is practically impossible to review 
the innumerable types of matters 
which would thus be transferred for 
final determination to the new agency 
but practically every instance in which 
a citizen is afforded an opportunity 
for hearing and review of an execu- 
tive or administrative action involving 
either interpretation of statutes or 
protection of constitutional rights 
would come within the province of the 
proposed court. 

A most important clause of the 
Logan bill transferred to the adminis- 
trative court complete jurisdiction 
over the suspension and revocation of 


e 


greater than in any court at present existing or ever con- 


q “Tue combined powers of the court would be infinitely 


templated by serious students of government. 


In certain 


respects it would resemble the administrative courts which 
have been developed in France and in other European 
countries, and in others its powers would exceed the Euro- 
pean tribunals.” 
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licenses so that, for example, if the 
Federal Alcohol Administration, after 
hearing, determined to suspend the li- 
cense of a law breaking distiller it 
would be obliged to proceed affirma- 
tively by filing a petition before the 
administrative court and assuming the 
burden of convincing that agency, 
eventually, that the license should be 
suspended. At present of course the 
executive officer or independent com- 
mission, having conformed with the 
statutory requirements for review and 
hearing, issues an order of suspension. 
The person or corporation affected is 
free to proceed in the Federal courts, 
including the courts of the District of 
Columbia, with a petition for a tem- 
porary injunction and such petitions 
are granted with noteworthy frequen- 
cy pending a final hearing and deter- 
mination of the cause. 


F  pstsicang important function of the 
court would be the control of 
rules governing professional appear- 
ances before the governmental agen- 
cies and appeals from orders of dis- 
barment entered by these agencies 
against persons who have violated the 


rules of practice. It is assumed by 
the bill that legislation will be passed 
establishing uniform standards to 
guide the administrative agencies and 
the new court in the selection of the 
membership of their respective bars 
and that such legislation will be far 
more restrictive than the rules at pres- 
ent in effect. 

Without attempting to further 
enumerate the items of jurisdiction of 
the proposed administrative court, it 
may be suggested that its jurisdiction 
would cover substantially every in- 
stance of regulatory contact or control 


by the Federal government over the 
commercial life of the nation. - 

The procedure mechanism indicated 
in the bill would follow in general the 
forms and rules of the existing Unit- 
ed States district courts. The chief 
justice would, in his discretion, create 
special divisions of the court to handle 
matters of income tax and other Fed- 
eral taxation, matters of claims 
against the government, and matters 
of patents and customs. These are 
fields in which there are at present 
existing and operating “administra- 
tive courts” which find their entire 
time consumed in an effort to afford 
the review which the law requires. 
Individual judges would be assigned 
to hear the petitions arising in all 
other fields of the court’s jurisdiction. 
In addition the court would have the 
usual quota of clerks and necessary 
stenographic personnel and could ap- 
point examiners or masters to take 
testimony and prepare findings. 


N additional section of the trial di- 
vision of the court would have 
jurisdiction over licenses and the 
extraordinary writs, for the new 
tribunal would have the authority to 
issue writs of mandamus and manda- 
tory injunctions to compel action by 
the Federal officers in its judgment, a 
jurisdiction now lying with the Fed- 
eral district courts. There is provi- 
sion also for an appellate division 
which must embrace at least two sec- 
tions, the personnel of which would 
be assigned by the chief justice, one 
for the consideration of matters relat- 
ing to claims, customs, and patents, 
and the other for the consideration of 
matters involving taxes, extraordinary 
writs, and license appeals. The appel- 
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Coérdination of Review Methods 


“ae is universally conceded that much opportunity exists for 
the codrdination of the methods of review in the Federal 
government and for the improvement of the procedure in the 
interest of greater certainty and expedition, but it ts the view of 
those who oppose the administrative court that this cannot be 
accomplished through the consolidation and centralization of in- 
numerable types and classes of controversies varying in import- 
ance from the ten-dollar claim to nation-wide rate litigation.” 





late division would be headed by pre- 
siding justices designated annually by 
the chief justice. 

The statute specifically provides for 
the hearing anew of evidence before 
the trial division and again on review 
before the appellate division so that 
one might well be compelled to pre- 
sent his case administratively before a 
government official, again before the 
reviewing board of the said govern- 
ment department, again before the 
trial division, and for a fourth time 
before the appellate division, There- 
after he might have a review by a spe- 
cial division of the court on questions 
of law and if still unsatisfied might 
petition for certiorari to the Supreme 
Court of the United States. Inciden- 
tally, it is not clear why anyone should 
bother to make a complete presenta- 
tion before the executive and admin- 
istrative officers under such circum- 
stances. 

As an administrative court, the pro- 


posed tribunal would of course review 
the determinations of the existing reg- 
ulatory commissions and would issue 
not only injunctive orders but affirma- 
tive legislative orders covering rates, 
service, and practices. It is conceded 
and in fact urged that the court be 
given much of the regulatory power 
at present in the regulatory commis- 
sions although the latter would be left 
the somewhat dubious honor of estab- 
lishing, subject to review, the detailed 
rules and policies required by legisla- 
tion, 

The combined powers of the court 
would be indefinitely greater than in 
any court at present existing or ever 
contemplated by serious students of 
government. 

In certain respects it would resemble 
the administrative courts which have 
been developed in France and in other 
European countries, and in others its 
powers would exceed the European 
tribunals. 
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Spel a definite and powerful ob- 
jection to the establishment of 
the court has been developed. The 
reasons advanced against its forma- 
tion include the following : 


It would confer upon the judici- 

ary administrative and legislative 
functions, including the establishment 
of governmental policies and rules for 
future conduct, a function which the 
preservation of liberty demands must 
be retained in the hands of elected rep- 
resentatives of the people. 


The proposed court of forty 
* judges could not begin to per- 
form the functions initially assigned 
to it and it would require many times 
that number to review expeditiously 
the questions now handled adminis- 
tratively if presented under the type 
of procedure prevailing in judicial es- 
tablishments. 


The expense of such an organiza- 

® tion would be tremendous and 

precedent indicates that it would be 

unable to secure from Congress any- 

thing like sufficient funds to enable it 
to keep its docket current. 


4. The concentration of power over 

industry in any group of judges 
serving for life and subject to the 
manipulation and direction of a chief 
judge would awaken prompt resent- 
ment in the minds of the people and 
the necessity for the exercise of judg- 
ment in many matters of policy con- 
cerning which there are and always 
will be legitimate differences of opin- 
ion would discredit the entire judicial 
system. 


There is already established over 


® a period of fifty years a system of 
independent review in regard to many 


of the functions of government and 
the boards and courts, such as the 
Court of Claims, Board of Tax Ap- 
peals, and the Court of Customs and 
Patent Appeals, are functioning to the 
satisfaction of industry and the pub- 
lic generally and have developed pro- 
cedure and precedent, the abandon- 
ment of which would disorganize en- 
tire fields of governmental action for 
a long period of time. 


6 The organization of the court is 
e cumbersome and unwieldy and 
the selection of such a huge personnel 
for life makes likely the infiltration of 
corrupt and inefficient judges through 
political manipulation without hope of 
speedy relief through the use of the 
ballot. 


HE most important and basic ob- 

jection is that which relates to the 
public attitude toward the judiciary 
and the effect upon it of the creation 
of the proposed administrative court. 
An honest regard for constitutional 
principles demands that the judiciary 
remain in its proper sphere as well as 
that its full powers should be recog- 
nized. The strength of the courts lies 
in the fact that they have always been 
reluctant to usurp either legislative or 
executive authority. The recognition 
of the importance of this principle and 
of the danger to the judicial system 
of the imposition of administrative 
and legislative functions is not new. 
On May 3, 1907, the present Chief 
Justice Charles Evans Hughes, speak- 
ing before the Elmira Chamber of 
Commerce in support of the Public 
Service Commissions Bill, said in 
part: 


- I have the highest regard for the courts. 
My whole life has been spent in work condi- 
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tioned upon respect for the courts. I reckon 
him one of the worst enemies of the com- 
munity who will talk lightly of the dignity 
of the bench. We are under a Constitution, 
but the Constitution is what the judges say 
it is, and the judiciary is the safeguard of 
our liberty and of our property under the 
Constitution. I do not want to see any di- 
rect assault upon the courts, nor do I want 
to see any indirect assault upon the courts. 
And I tell you, ladies and gentlemen, no 
more insidious assault could be made upon 
the independence and esteem of the judiciary 
than to burden it with these questions of 
administration,—questions which lie close to 
the public impatience, and in regard to 
which the people are going to insist on hav- 
ing administration by officers directly ac- 
countable to them. 

Let us keep the courts for the questions 
they were intended to consider. When 
questions of property rights are involved,— 
the constitutional right to hold property and 
not to be deprived of it without due process 
of law is involved; when, under the guise 
of regulation or authority to supervise rail- 
road management, there is an assumption of 
arbitrary power not related to public con- 
venience; when there is a real judicial ques- 
tion—let the courts have it and every good 
citizen will stand aside and hope to see it 
decided fairly and with even-handed justice. 

When you deal with matters of this sort 
you may be sure that there will be a variety 
of questions, which, whatever the fact may 
ultimately be proved to be, can by astute 
lawyers be said to involve such judicial mat- 
ters, and there will be abundant opportunity 
for review of everything that should be re- 
viewed. But to say that all these matters of 
detail which will be brought before the 
commission,—matters requiring men to give 
their entire attention to the subject, to get 
their information in a variety of ways, to 
have hearings of those interested, and to 
deal with questions from a practical stand- 
point,—should, at the option of the corpora- 
tions, be taken into court, is to make a 
mockery of your regulation. And, on the 
other hand, if that policy should succeed, it 
would swamp your courts with administra- 
tive burdens and expose them to the fire of 
public criticism in connection with matters 
of this description, from which I hope they 
will be safeguarded. 

You must have administration, and you 
must have administration by administrative 


officers. You cannot afford to have it other- 
wise. Under the proper maintenance of 
your system of government and in view of 
the wide extension of ating schemes 
which the future is destined to see, you can- 
not afford to have that administration by 
your courts. With the courts giving a series 
of decisions in these administrative matters 
hostile to what the public believes, and free 
from that direct accounting to which admin- 
istrative officers are subject, you will soon 
find a propaganda advocating a short-term 
judiciary, and you will turn upon our courts 
—the final safeguard of our liberties—that 
hostile and perhaps violent criticism from 
which they should be shielded and will be 
shielded if left with the jurisdictions which 
it was intended they should exercise. 


N° stronger exposition of the 
views of those who oppose the 


creation of the administrative court 
can be presented than this statement 
of an eminent authority on govern- 
ment made thirty years prior to the 
introduction of the Logan bill. 

It is universally conceded that much 
opportunity exists for the codrdina- 
tion of the methods of review in the 
Federal government and for the im- 
provement of the procedure in the in- 
terest of greater certainty and expedi- 
tion, but it is the view of those who 
oppose the administrative court that 
this cannot be accomplished through 
the consolidation and centralization of 
innumerable types and classes of con- 
troversies varying in importance from 
the ten-dollar claim to nation-wide 
rate litigation. In any event the sub- 
ject is one involving a major change 
in governmental policy and will re- 
ceive increasing public attention be- 
fore many months have passed. 





“ALTHOUGH radio has made a general contribution to the cultural life 
of our people, it ts the maintenance of the open forum for friendly 
and open debate and discussion that gives the American system of 


broadcasting preéminence.” 


—ANNING S. PRALL, 


Chairman, Federal Communications Commission. 
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After Yardstick Rates— What? 


Ir government monopoly of the power industry should result from 

the natural tendency of government to dominate rather than compete in 

any field it enters, what protection would the public then have from 

exorbitant or discriminatory rates—in the absence of regulation by an 

independent commission or tribunal? The author raises and discusses 
that interesting question. 


By FRANCIS X. WELCH 


HEN this writer was a small 
boy, he was always interest- 


ed in “making things” for 


himself, such as wagons, play chairs, 


and other toys. An indulgent father, 
who was a fair amateur carpenter 
himself, encouraged the boy with in- 
structions. The boy had one fault of 
carelessness, however, which the fa- 
ther did not seem to be able to break— 
that was the habit of driving home 
wood screws with a hammer. 

Time and again, the father told his 
son that hammers were meant to be 
used on nails—not screws. He tried 
to show the boy that when screws 
were hammered in, they held even less 
securely than an ordinary nail because 
of the stripped thread grooves. But 
the lad was impatient with the delay 
and hand chafing that went along with 
twisting screws in properly with a 
screw-driver. He wanted results and 
he wanted them quickly. So when 
the father would turn his back the boy 
would use the screw driver only until 


it began to turn with difficulty. Then 
he would bang home the screws with 
a claw hammer. 

One day, sometime later when the 
boy had grown to the extent of med- 
dling with boats, he repaired the bot- 
tom of an old row boat in this manner 
and with a companion set out fishing 
for hardheads in the Chesapeake bay. 
A sudden gale blew up and the water 
became quite rough. After several 
waves had spanked the tiny craft, 
which the boys were by this time row- 
ing madly toward shore, the whole 
bottom of the boat fell out. For- 
tunately for both of them the bay was 
very shallow for a long way off shore 
and the boys were harmed only to the 
extent of a good ducking and lost 
tackle. They received, on the other 
hand, an effective lesson in doing 
things the right way. 

This little anecdote has no particu- 
lar point except to serve as a rather 
close analogy to the current contro- 
versy about so-called yardstick regula- 
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tion of utility rates and conventional 
regulation by state public service com- 
missions. Yardstick regulation may 
get quicker apparent results than com- 
mission regulation just as screws can 
be hammered home more quickly than 
they can be screwed. But, after all, 
what kind of a job results? Will it 
hold up over a long pull? Or does it 
actually ruin the materials used in 
such a way that it is no longer possible 
to use even the proper methods? 
Does not the use of yardstick competi- 
tion inevitably wear down the compet- 
ing utility service in this fashion? 


XN the outset of this discussion we 
are met by the elementary diffi- 
culty of determining just what is 
meant by yardstick rates. This phrase 
seems to be in danger of going the 
way of so many other words that have 
assumed varied interpretations. As a 
result people who use them often talk 
at cross purposes without knowing ex- 
actly why. Originally, it may proper- 
ly be supposed that a “yardstick rate” 
was intended to be just what the name 
implies—a measurement of fairness 
or, at least, of presumptive fairness. 

Necessarily such a measurement 
would include fairness to the utility as 
well as to the consumer. It would be 
a model, so to speak, by which the rea- 
sonableness of utility rates elsewhere 
might be judged in the absence of af- 
firmative proof that a difference was 
justifiable. In short, the yardstick 
rate would be in the nature of an aver- 
age fair rate to which other utilities 
would have to conform approximately 
or explain just why such conformity 
was unattainable. 

Of course, there are a number of 
arguments against such a practice. 


The principal one seems to be that 
there are so many variations in opera- 
tion conditions that the exceptions be- 
come far more numerous than the 
rule. In that event making any rule at 
all may become arbitrary and mislead- 
ing. However, we are trying here to 
arrive at mere definition—not solu- 
tion. Gauged by the definition above 
outlined, the yardstick rates so far es- 
tablished by the TVA operations, and 
as tentatively projected for some of 
the other publicly owned power prop- 
erties, have become pretty much dis- 
credited. 


HIS is not the individual judg- 
ment of this writer. It seems to 
be the increasing sentiment of serious 
writers on the subject, including both 
the “liberal” and “conservative” varie- 
ty. The reasons are too varied and 
too well known to detail here. Suffice 
it to say that the “write downs” in 
valuation, the exemptions for taxes, 
and other indirect subsidies for gov- 
ernment operations, deficient deprecia- 
tion allowances, the possibility of al- 
locating capital investment and even 
operating expenses to other purposes 
(navigation, flood control, etc.) to 
such an extent that electric power op- 
erations become classified almost as a 
mere increment or by-product transac- 
tions—all or any combination of them 
make such governmental power opera- 
tions obviously incapable of compari- 
son with private utility businesses con- 
ducted for a single major purpose— 
and accounting accordingly. Clearly 
the price of a by-product cannot be 
an equitable measure of fairness for 
a primary product. 
However, there is another connota- 
tion that has lately attached to the 
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phrase—yardstick rates. This new 
construction assumes that all or nearly 
all privately operated electric utility 
rates are much too high. It assumes 
that the conventional method of ob- 
taining reasonable reductions by com- 
mission regulation is so cumbersome, 
dilatory, and uncertain as to be ob- 
solete or impracticable. Therefore, 
the theory is that inasmuch as these 
rates should be forced down as quickly 
as possible by the most effective meth- 
od available, it is desirable that low 
rates by governmentally operated 
plants should be used for that purpose 
without particular regard to whether 
such rates are of themselves fair or 
sound. 


| will be immediately observed that, 
in this sense, the underlying pur- 
pose becomes punitive rather than 
equitable. The yardstick becomes a 
birchrod. For this purpose what dif- 
ference does it make whether the gov- 
ernment rates conceal subsidies or 
manipulated accounting? The big 
idea is to force the private rates down 
as quickly or as much as possible. A 
considerable number of reasonable 
people seem to hold this view, how- 
ever, questionable. They will probably 
concede that in the long run, if the 
practice were continued on a large 
scale, the private utilities would begin 
to fold up. But that time is a long 


way off they say. We can call a halt 
long before the situation gets out of 
hand and, barring a few economic 
casualties, the present drive should 
continue for a while. The important 
thing now is to get those private rates 
down. 

And so the drive goes on. Lowest 
rates in this section are compared with 
highest rates in that section. Excep- 
tionally low rates of some municipal 
plants are hand picked and exceptional- 
ly high rates of other municipal plants 
are ignored. The concealments of 
subsidies in government operations are 
brazenly glossed over with the retort, 
“Power trust propaganda” to anybody 
who questions them. The Federal 
government lends itself to this cam- 
paign (for it is a campaign) to beat 
down rates by underwriting municipal 
ownership with loans and grants, and 
leading officials, notably the antiutility 
Senators and Representatives on the 
floors of Congress, keep pounding 
away with biased speeches, bristling 
with invective and statistical distor- 
tions. 


N’ the motive behind this drive 
may be and often is sincere 
enough on the part of many of its ad- 
vocates, aside from a few who are 
merely riding political horses. It is 
conceivable that there is ground for 
belief that rates are yet too high ona 


e 


“THE experience with public ownership of utilities in 
European countries has been somewhat similar to inflation 
—once started it is difficult tf not impossible to stop. It 
has been possible for a time for foreign governments to 
stay in the same industry with private management, but the 
European experience indicates that the government is a 
powerful and jealous business rival.” 
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general average; and that commission 
regulation to date has possibly been 
too slow. Just the same this writer 
cannot get over the impression that 
these birchrod-yardstick champions 
are beating home delicate screws with 
claw-hammers, and that ultimately we 
shall all have to pay the price of care- 
less workmanship, on their part. 

First of all, how shall we be able to 
tell when rates are low enough to stop 
this one-sided pounding? Let us sup- 
pose that the birchrod has been laid 
about the shoulders of utilities until 
the rates have drifted down to about 
the right level, generally speaking. 
Who is to decide this? Certainly not 
the state commissions, for if the birch- 
rod advocates are right the commis- 
sion will have folded up long before 
or have become so generally discredit- 
ed that the people would no longer 
accept their verdict. 

Again, how shall “reasonableness” 
be decided except by recourse to the 
very regulatory methods now dis- 
dained ? 

And finally, if the dual problem of 
the proper tribunal and of the proper 
procedure are solved, what will then 
happen to the subnormal rates being 
charged by the yardstick plants? If 
utilities are to go on charging rates 
higher than the subnormal yardstick 
rates, it will be necessary to educate the 
people so as to make everyone recog- 
nize that the yardstick is no yardstick 
after all. In competitive areas, yard- 
stick rates will either have to be raised 
to the reasonable level, or the competi- 
tive private utility will continue to suf- 
fer loss. As a practical matter it is dif- 
ficult to imagine politically controlled 
plants raising rates, before the gov- 
ernment has virtually acquired monop- 


olistic control. After that rate raising 
would be very easy. 


HE experience with public owner- 

ship of utilities in European 
countries has been somewhat similar 
to inflation—once started it is difficult 
if not impossible to stop. It has been 
possible for a time for foreign gov- 
ernments to stay in the same industry 
with private management, but the 
European experience indicates that the 
government is a powerful and jealous 
business rival. Sooner or later, the 
government pushes the private com- 
petitor out of the field by strong arm 
methods, just as Premier Mussolini 
did in Italy and just as the Nazi gov- 
ernment is doing to some of the Ger- 
man industries. The same thing hap- 
pened to the electric and broadcasting 
industries in Ontario. Even Britain 
with its noted “grid partnership” be- 
tween public and private operators in 
the electric industry keeps “develop- 
ing” the governmental phase of the 
system. 

Coming back to our domestic scene, 
we find the yardstick movement fol- 
lowing this perfectly natural line of 
evolution towards complete govern- 
mental domination of the power in- 
dustry. First of all, there was Ne- 
braska’s Senator Norris’ modest plan 
to convert Muscle Shoals into a com- 
mercial power plant to be operated by 
the government. The original plan 
involved about $50,000,000. Next 
came the more grandiose TVA devel- 
opment, the ultimate estimated cost of 
which has been rising steadily as the 
TVA grows older, until the last esti- 
mate before the congressional appro- 
priations committee was $479,000,000 
(plus $20,000,000 for “contingen- 
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Government Plants Generally Unregulated 


€¢P)racticacty all Federal and state statutes written on the sub- 
ject show government ownership trying to duck regulation, 


trying to avoid the light of scrutiny. 


We are told that 


these plants should be exempt from taxes, should not be obligated 

to show their account books to anybody, should not be hindered by 

conventional requirements for governmental financing, should not 

be bound by this or that restriction that we have placed around 
private utility operations.” 





cies”), or a half billion in round fig- 
ures. It will probably go higher as 
the years pass. 


rior to TVA, there was launched 

Boulder dam. Then Candidate 
Roosevelt proposed during his presi- 
dential campaign four yardsticks in the 
four corners of the country: Boulder 
dam, Columbia valley, TVA, and St. 
Lawrence. The last project became 
snagged in international complica- 
tions, but consider how many new 
projects have come on since that time: 
Grand Coulee, Bonneville, Casper Al- 
cova, Fort Peck, Passamaquoddy. 
In the incubating stage are even more 
ambitious proposals for a Mississippi 
Valley Authority (to develop an area 
almost the size of the Lousiana Pur- 
chase), and for similar developments 
in the Ohio, Connecticut, and Poto- 
mac river valleys, with a number of 


local projects in the southwestern and 


southeastern sections. 

Add to this the “non-Federal” proj- 
ects, such as Santee-Cooper, Hamilton 
dam, Greenwood county, and a num- 
ber of new municipal power plants 
financed and encouraged by the Fed- 
eral government, and we see that the 
yardstick movement is proceeding at 
such a pace that a New York invest- 
ment analyst justly remarked, “if 
Congress keeps building new yard- 
sticks there won’t be anything left to 
measure.” Of course there won't. It 
would be illogical to think that any 
privately owned industry operating on 
accepted business principles could 
stand up under such a continued bar- 
rage of federally subsidized competi- 
tion. 

And so we reluctantly arrive at the 
conclusion that the yardstick is likely 
to result in ultimate nationalization of 
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the power industry, unless there is a 
sharp reversal of Federal policy, or 
unless the courts find a constitutional 
barrier. 


_— ahead about ten years, and 
assuming that this grand march 
of the yardstick towards complete 
domination has become fait accompli, 
this query keeps puzzling this writer 
—what will happen then from the con- 
sumer viewpoint? All excuse for any 
semblance of a yardstick will have 
been eliminated. The government 
will have a free hand. So what? 
What will then be the regulatory agen- 
cy to keep rates down, consumption 
up, and operating efficiency at a prop- 
er level? The present state regulatory 
agencies will have then passed into 
memory. Will the government regu- 
late itself? Will the voters compel it 
to regulate itself? 

We shall witness then the monopoly 
of governmental enterprise no longer 
checked by competition from privately 
owned operations. Utility rates in 
such a situation become the same as 
taxes. They become tempting sources 
of revenue. Will the voters be able 
to keep the politicians from such an 
inviting feed trough? This writer 
frankly does not think so. As evi- 
dence he points to the fact that de- 
spite all the talk about reducing taxes, 
the voters have never been able to do 
so generally for any length of time. 
Taxes have instead increased general- 
ly as the demands of special groups 
for special favors increase. 

The truth of the matter is simply 
that administrative government can- 
not and will not regulate itself. And 
that is the very heart of the matter. 
Either it must act as an operator or 


as a regulator. It cannot act as both 
without presenting a spectacle as 
ludicrous as a baseball team appoint- 
ing its own second baseman to act as 
the umpire of the game. 


Fe a sample taste of this inherent 
and irrepressible conflict, direct 
your attention to the squabbles which 
have been going on between the New 
York Public Service Commission and 
the New York State Power Author- 
ity. Here are two agencies of the 
same state set up to function as regu- 
lator and operator, respectively. The 
power authority, not as yet having ac- 
quired properties to operate, proceeds 
to get out reports setting forth gen- 
erally the splendid manner in which it 
would operate if given the chance, and 
drawing rather invidious comparisons 
between these ideal hypothetical op- 
erations and the performances of pri- 
vate companies already operating in 
New York state. Inevitably, the re- 
ports have wandered over into the 
field of “advisory regulation,” so to 
speak. The public service commis- 
sion, having a difficult enough job to 
do as it is, tells the power authority in 
polite language to mind its own busi- 
ness. 

How this will end is a matter for 
the voters of New York to decide. 
Obviously, one or the other will even- 
tually become the more dominant 
agency within the state and when that 
happens the subservient agency will 
become about as effective as a vermi- 
form appendix. It may linger on and 
on keeping on the public payrolls, but 
for practical purposes it might just as 
well close up shop. Competitive op- 
eration and regulation can no more 
thrive in the same state soil than a 
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tobacco plant and a gardenia bush in 


the same seed box. 
D WELLING just a little more on this 
New York state situation (be- 
cause it is the first tangible evidence 
on a fair scale of the conflict between 
regulation and competition), let us 
consider that the public service com- 
mission is the screw driver—the pow- 
er authority, the claw-hammer. The 
public service commission is trying to 
regulate utilities the right way—the 
“hard way” perhaps. It is trying to 
work out the comparatively delicate 
complications of fairness to consumer 
and equity to private management, 
while preserving the treasured factors 
of incentive towards technical im- 
provements, operating efficiency, and 
—most important of all—service. 
The power authority, on the other 
hand, seems to be almost entirely pre- 
occupied with rates. Beat them down. 
Hammer them down. What differ- 
ence does it make if management be- 
comes discouraged or listless? Let 
continuity of service and technical re- 
search take care of itself. Beat down 
those rates. That is the important 
thing. Can’t you just hear those ham- 
mer blows banging screws through 
wood, stripping the grooves, and 
burring the threads so they may never 
be able to “catch hold” again? 
The more intelligent criticism of 
regulation, so far, has been that it has 


q 


e 


not been delicate enough. As Pro- 
fessor Irvin Bussing of Columbia 
Law School has so admirably stated it 
—regulation has failed to “devise a 
system of rewards and penalties” 
whereby the efficient utility is encour- 
aged to greater efficiency and technical 
progress and whereby lazy manage- 
ment is punished for subnormal per- 
formance. Admittedly this is a tough 
task but if regulatory commissions 
have had difficulty working it out, 
will claw-hammer operations succeed 
any better? If private utility monop- 
oly, subject to regulation, has shown 
a tendency towards sluggish opera- 
tion, will government utility monop- 
oly, relieved of all regulation, burn up 
the world with records for brilliant 
operation? What do you think, gen- 


tle reader? 
y is not the purpose of this article 
to pass upon the merits of wheth- 
er we should adopt a policy of govern- 
ment ownership. Further than that, 
it is not the purpose to cast any asper- 
sions upon the integrity or efficiency 
of present government power opera- 
tions, particularly TVA. This writer 
yields to no one in his admiration of 
the sincerity, zeal, and ability of the 
present TVA personnel. Concerning 
that situation, however, we must recall 
the old bromide about the new broom 
sweeping clean. What this writer is 
thinking about is the future twenty, 


“THE truth of the matter is simply that administrative gov- 
ernment cannot and will not regulate itself. And that is 
the very heart of the matter. Either it must act as an oper- 
ator or as a regulator. It cannot act as both without pre- 
senting a spectacle as ludicrous as a baseball team appointing 
its own second baseman to act as the umpire of the game.” 
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AFTER YARDSTICK RATES—WHAT? 


perhaps ten, years from now when 
government operations may be re- 
leased from the checkrein of both 
competition and regulation—when it 
will become a bureaucratic institution. 
Will there then arise another genera- 
tion of political utility managers who 
know not the present idealistic Joseph? 

To repeat, this argument is not nec- 
essarily directed against government 
ownership on its merits but on the 
contrary towards the correction of 
certain conditions which may ulti- 
mately discredit government utility 
ownership and bring it to disgrace. 
Let us suppose that we do deliberately 
decide to go in for eomplete govern- 
ment operation of the electric power 
business. Where are we heading? 
Just take a look at our government 
ownership laws—not the old ones— 
the new ones, some of which were 
written by the recent session of Con- 
gress. What do we find but prefer- 
ence, discrimination, evasion. Prac- 
tically all Federal and state statutes 
written on the subject show govern- 
ment ownership trying to duck regu- 
lation, trying to avoid the light of 
scrutiny. Only a shrinking handful 
of states still leave municipal plants 
under commission regulation. We 
are told that these plants should be 
exempt from taxes, should not be ob- 
ligated to show their account books to 
anybody, should not be hindered by 
conventional requirements for govern- 
mental financing, should not be bound 
by this or that restriction that we have 
placed around private utility opera- 
tions. 


N° the point is, if and when we 
go the whole hog on govern- 
ment ownership, this absence of all 


regulation will become a serious prob- 
lem. Now is the time to plan. Real 
friends of government ownership— 
those who cheer loudest for “plan- 
ning’—here have an opportunity to 
clean their own house in advance of 
abuses to come. 

What can be done? This writer 
has indicated that a government can- 
not regulate its own operations fairly. 
That is perhaps misleading. What is 
meant is that under the present set-up 
it would never be possible. It is pos- 
sible, however, to decide now upon a 
strong, fair, and equal regulation of 
all utility service, whether publicly or 
privately operated, and enact such a 
policy into law. The most important 
requirement would be to assure the in- 
dependence of such a regulatory body. 
It must be divorced from the adminis- 
trative government as completely as 
the judiciary from the executive 
branch of our Federal government. 
It must in effect be a supreme court of 
regulation operating without prefer- 
ence and without emotion. 

If it is necessary to change the Con- 
stitution to assure such independence, 
then we should not shrink from that 
change either. After all, it would 
probably be necessary to change the 
Constitution to allow complete nation- 
alization of any utility industry any- 
how and we might as well think the 
whole problem through and plan ac- 
cordingly now. 


eevee this new regulatory set-up 
there would be no favors, no priv- 
Government utilities would 
pay taxes just like any other business. 
They would keep the same books,— 
be allowed the same profits, and be 
subjected to the same requirements of 


ileges. 
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service and efficiency. In short, gov- 
ernment utilities would have to be op- 
erated as business enterprises—not 
political grab-bags. 

We are making no effort to do this. 
At present, we are going entirely in 
the other direction. But unless we 
plan this reform and plan it soon, 


this writer does not hesitate to predict 
that the day will come when these 
giant government projects now being 
born will become cesspools of political 
corruption that will make the old 
Tammany scandals seem as compara- 
tively innocuous as a newsboys’ dice 


game. 








How the Utilities Check Up on These Holiday Celebrations 
and Other Time Habits of Various Cities 


In Seattle, the celebration lasted until 5 a. m. and many folks slept 


until noon. 


Ir you celebrate New Year’s Eve until 6:30 o’clock the next morning, 
the chances are good that you live in Chicago. 


RocHESTER residents like to tarry over their breakfasts, whereas 
those in Chicago hurry through the morning meal. 


CELEBRANTS in Detroit, despite a pretty big evening, rolled out of 
bed at 6:30 a. mM. and were about their business by 9. 


Ir you and your neighbors are up by 6 most every morning, it’s an- 
other fair bet that you are either a farmer or a Californian. 


Tue chart also showed that the housewives of Hartford, Conn., go 
in for well-cooked dinners, their demand for current sometimes sur- 


passing the city’s industrial load. 


THE residents of Albany, Syracuse, Rochester, and Poughkeepsie, 
N. Y., staged lusty celebrations about midnight, but quickly called it 
a day and went to bed before 1 a. m. 


CHECKING over past celebrations, this chart indicated many Chi- 
cagoans didn’t turn off the lights until 6:30 a. m. New Year’s Day, and 
didn’t get up until 2 o’clock that afternoon. 


In Washington, D. C., there is a strange hump in the chart lines 
about 10 p. m. Power officials said this means a large part of the 
populace goes out to the movies between 6 and 10. 


Reswwents of Detroit go to bed later and get up earlier than most 
other people, although Californians set the record for early risers. 
Practically the whole state is up by 6 A. M., it was indicated. 

Cues to these and other living habits of folks in different parts of 


the country were furnished by a chart prepared for the recent Third 
World Power Conference at Washington. -The chart showed the way 


consumption of 
“typical” cities. 


electric current goes up and down in a number of 


822 





Financial News 


and 
Comment 


By OWEN ELY 


The Seaway Project Revived 


T= recent presidential election has 
apparently given a new lease of life 
to favorite projects of the administra- 
tion such as the Florida ship canal, 
Passamaquoddy, and the St. Lawrence 
seaway project, which heretofore have 
languished due to congressional opposi- 
tion. There has been a revival of dis- 
cussion of the plan for a seaway from 
the Great Lakes via Montreal and it is 
now proposed to add a waterway from 
the St. Lawrence to the Hudson river 
via Lake Champlain. At recent hearings 
before the international joint commis- 
sion in New York, it was indicated that 
the proposal to use the Hudson river as 
a gateway for ocean commerce is pred- 
— on completion of the original 
an. 

Leland Olds, executive secretary of the 
New York State Power Authority, pre- 
dicted possible transportation savings of 
$100,000,000 a year, due to a time sav- 
ing of eighty-seven hours and reduction 
in operating costs of $2,000 per vessel 
for each trip to New York. A cut of 
50 per cent in railroad rates would, 
he claimed, be offset by compensating 
traffic. Comparing the project with the 
Panama canal, Fred S. Keiser of the 
Duluth Board of Trade stated that the 
railroads had gained eleven times as 
many tons as ships using the Panama 
canal since it was opened. Details of 
these statistics, which seem somewhat 
misleading in view of the earnings rec- 
ords of roads such as the St. Paul, Great 
Northern, and Northern Pacific since 


the canal began to function, were not in- 
dicated in the press report. 


AILROAD labor views were presented 
by a representative of the Ameri- 
can Brotherhood of Locomotive Engi- 
neers, who made the skeptical comment 
that “Johnny Q. Public pays the bill.” 
Statistics might well have been present- 
ed showing the effect which a 50 per 
cent cut in freight rates would have up- 
on the billion of dollars invested by sav- 
ings banks and life-insurance companies 
in eastern railroads. The railroads will 
present their views later. 

The attitude of the steamships is re- 
flected in the following statement made 
by Cornelius H. Callaghan, managing 
director of the Maritime Association of 
the Port of New York: 

Stabilization of rates on steamship lines 
has been a government policy. This sea- 
way would result in complete demoralization 
of the stable rate structure, which it has 
taken much time and effort to build. Re- 
member that the seaway would be a seven- 
month affair, not operating during the cold 
weather. The steamship lines and the rail- 
roads will be required to carry the burden 
of rate demoralization during the warm 
months when the seaway is operating. Per- 
haps higher rail and steam rates will be 
required for the hard operating months 
when the seaway is not available. 


It also appears likely that the Province 
of Quebec and the Dominion of Canada, 
while they have not perhaps clearly in- 
dicated their position in the past, will be 
opposed to the whole enterprise because 
of its large cost, the uncertain effects up- 
on the Port of Montreal, and the prob- 
lem of excess hydro power. 
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The Brookings Institute at Washing- 
ton made a comprehensive report on the 
seaway project some years ago, which 
might well be given renewed study. 

In recent hearings the development of 
hydro power in connection with the sea- 
way has not been emphasized, but it can 
hardly be doubted that such an enter- 
prise, a favorite with several past gov- 
ernors of New York including President 
Roosevelt, remains an essential part of 
the project. The question of disposal 
of this huge amount of power, both in 
Canada and the United States, without 
adverse effect upon private utilities, 
would require careful study. 


* 


Pending Supreme Court 
Utility Decisions 


C- recently argued before the Su- 
preme Court, decisions on which 
may be forthcoming within the next few 
weeks or months, include (1) the ques- 
tion whether the Electric Bond & Share 
Case shall be used as a test case for the 
Utility Act (the case itself would prob- 
ably not be argued until some time in 
1937) ; (2) constitutionality of the FCC 
“original cost” accounting requirements 
for telephone companies; and (3) 
PWA’s right to make grants and loans 
for publicly owned hydro plants as part 
of the relief program, the test case being 
the Duke Power Co.’s protest against a 
$2,852,000 grant and loan to Greenwood 
county, South Carolina, for the Buzzard 
Roost project. 


¥ 


New Financing 


TILITY refunding operations con- 

tinued in moderate volume during 
the fortnight ended November 20th, new 
issues including $10,067,000 New Eng- 
land Power Co. first “A” 34s of 1961 
at 1034; $15,000,000 Southern Natural 
Gas Co. 44s of 1951 at 100; $1,500,000 
Shenango Valley Water Co. first “B” 4s 
of 1961 at 99%. On November 23rd 
$1,770,000 Ohio Associated Telephone 
Co. (General Telephone System) first 
44s of 1966 were offered at 103. 


Offerings scheduled for release in the 
fortnight ended December 8th, accord- 
ing to the Dow Jones calendar of SEC 
registrations, include a number of large 
issues ; $48,000,000 Montana Power Co. 
first refunding bonds of 1966; $6,000,- 
000 Broad River Power Co. first 44s of 
1966 ; $160,000,000 American Telephone 
and Telegraph Co. debenture 34s of 
1966; $35,000,000 Oklahoma Gas & 
Electric Co. first 3#s of 1966 and 
$9,500,000 debenture 4s of 1946; $12, 
000,000 Consumers Power Co. first 34s 
of 1966; $7,250,000 Pennsylvania State 
Water Corp. first collateral trust bonds 
of 1966; $23,000,000 Consolidated Gas, 
Electric Light & Power Co. of Baltimore 
first refunding 34s of 1971; and $250, 
000 Mountain State Water Co. first 5s 
of 1961. 

The Federal Power Commission has 
approved application of the Union Pub- 
lic Service Co. (St. Paul) to sell 
$1,250,000 first and refunding 4s. 

Consumers Power Co. of Michigan, 
subsidiary of the Commonwealth & 
Southern Corp., has been authorized by 
the Michigan Public Utilities Commis- 
sion to sell $75,000,000 of new $4.50 
preferred stock and to redeem $70,682,- 
823 of preferred stocks now outstand- 
ing. Part of the new preferred stock 
will probably be offered by a group 
headed by Bonbright & Co., Inc., some- 
time in December, following the bond 
offering listed above, and the balance 
will be offered from time to time. 

Holders of $10,000,000 5-year 6 per 
cent secured notes of the Consolidated 
Electric & Gas Co., due next August, 
have been asked to approve a 20-year 
extension of the notes, because of re- 
funding difficulties. The company is 
controlled by Central Public Utility 
Corporation, both companies having 
been formed in 1932 in connection with 
reorganization of Central Public Service 
Corporation. 

5 


International Telephone & 
Telegraph Corporation 


HIS company, the largest factor in 
the communications industry out- 
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side the United States, has expanded its 
business during the past sixteen years 
from small Cuban and Puerto Rican 
properties to the present world-wide 
business conducted in sixty-seven coun- 
tries. It also controls Postal Telegraph & 
Cable Co., second largest telegraph and 
cable system in the United States (now 
in receivership). At the end of 1935 
about 36 per cent of the system invest- 
ment was in South America (about 
three quarters of this amount being in 
the Argentine), 38 per cent in European 
countries, 12 per cent in the United 
States, 6 per cent in Mexico, 5 per cent 
in the West Indies, and 3 per cent in 
Asia or elsewhere. 

The parent company, while assisting 
with financial and technical supervision, 
has permitted subsidiaries in the various 
countries to retain local management, 
methods, and financing so far as con- 
sistent with system policies. 

The company acquired International 
Standard Electrical Corporation in 1925, 
which owned factories for the manufac- 
ture of electrical apparatus and equip- 
ment in the principal European coun- 
tries; and foreign rights to Bell patents 
(outside of Canada) were also thus se- 
cured. In addition to supplying equip- 
ment for associated companies, Interna- 
tional has provided a large amount of 
equipment for government and private 
customers. 

It is difficult to make an exact analysis 
of system gross revenues because two 
important companies, Spanish Telephone 
Co. and Postal Telegraph, are no longer 
consolidated in the system statement, 
being considered “associated compa- 
nies.” Income from Spanish Telephone, 
received as interest and dividends by I. 
T. & T., is introduced as a separate item 
and special provision is made for the 
loss on Postal Telegraph operations. 
Excluding these two parts of the system, 
1935 gross revenues were obtained ap- 
proximately as follows: manufacturing 
(telephones and other electrical equip- 
ment), 66 per cent; telephone opera- 
tions, 29 per cent; cable and radio tele- 
graph, 5 per cent. 

A condensed income account for the 


year 1935 for the International System 
is as follows: 
Net income of subsidiaries: 
Telephone services $4,283,992 
Cable and radio telegraph 289,550 
Manufacturing 
Interest and dividends 
received from Spanish 
Telephone Company .. 2,622,975 
14,070,502 
Parent company’s costs: 
Administrative, etc., less 
credits $2,513,341 
Interest on debenture bonds 5,769,750 
Provision for losses of 
Postal System 


Net income 


YSTEM capitalization as reflected in 
the consolidated 1935 balance sheet 
(excluding associated companies), was 
as follows: 
Funded debt of subsidiaries .... $19,028,000 
Preferred stock of subsidiaries .. 10,834,551 


Minority interest in subsidiaries 4,107,061 
Funded debt, I. T. & T. ........ 122,661,100 


Common stock, I. T. & T., 6,399,002 shares 


With about one fifth of the system in- 
vestment in Spain, International’s se- 
curities have naturally been affected by 
the Spanish civil war, and the common 
stock has recently been selling around 
13 compared with the year’s range of 
about 11-19. On October 31st the com- 
pany issued the following statement : 

The report from Madrid that the Spanish 
government has issued a decree declaring 
militarization of the Spanish Telephone Co. 
is correct. We are advised that this action 
was taken pursuant to the contract between 
the Spanish Telephone Co. and the Spanish 
government which gives the government the 
right to take over operations in cases of 
grave disturbance of the public order and 
provides that in such event the government 
will indemnify the company for all damages 
as well as for the loss of revenue sustained. 


The Spanish Company employs about 
8,600, with 20 Americans on the perma- 
nent staff. Colonel Sosthenes Behn, 
president of International, has remained 
in Madrid during the civil war and was 
recently reported to have sheltered hun- 
dreds of people in the telephone building 
during a bombardment. Damage to the 
plant as a result of the civil war has per- 
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haps not been very great as yet, but the 
interruption to operations and probable 
inability to export funds from Spain will 
naturally have some adverse effect on 
system earnings. 


N 1935, income from the Spanish 

Company, received as interest and 
dividends by International, was equiva- 
lent to nearly 60 per cent of system net 
income. 

International’s earnings record in the 
past decade has been as follows: 


No. Times Earned 


Calendar Charges per Share 


*Excluding Postal system. 
** After adjustment for three-for-one split-up. 


In the first half of 1936 system earn- 
ings were 52 cents compared with 33 
cents last year, but owing to the Spanish 
situation earnings for the calendar year 
can hardly be estimated. 

The common stock, one of the favor- 
ite “blue-chip” issues of 1929, sold (fol- 
lowing a three-for-one split) at an 
equivalent of about 448 for the old 
stock, from which it declined in the same 
year nearly two thirds. In 1932 the new 
stock dropped to the depression low of 
2§—equivalent to about 2 per cent of 
the 1929 high. The following year, 
however, it recovered to 213 and has 
since fluctuated between about 54-19. 

Naturally the parent company’s earn- 
ings have been severely affected by for- 
eign exchange fluctuations, devaluations 
of leading currencies, and exchange em- 
bargoes imposed by South American 
countries. The recent announcement in- 
dicating a closer degree of international 
exchange collaboration between the 
United States, England, and France, 
together with President Roosevelt’s 


peace mission to South America, are 
helpful factors partially offsetting the 
Spanish embroglio, and there is ground 
for hopes that exchange problems will 
be gradually ameliorated as world pros- 
perity grows and trade barriers are 
lifted. - 


New York Commission 
Questions Mergers 


HE public service commission of 

New York state has listed eleven 
requirements to which utility companies 
must conform before they will be al- 
lowed to consolidate their operating 
units. The commission’s statement 
reads as follows: 

Unless ways can be found for effectively 
regulating large systems with promptness, 
it is very doubtful whether the formation of 
huge aggregations of property and capital 
groups are in the public interest. If the 
public is not to obtain a very large part of 
the economies effected by unification and if 
the time and expense involved in rate cases 
are to be increased or the automatic adjust- 
ments of rates made more difficult, the ob- 
jections to mergers and consolidations are 
very serious. 


Among requirements set up by the 
commission were (1) proof that the mer- 
ger is in the public interest; (2) terri- 
tories served by merged units should 
be integrated and logically connected 
contiguous property, entirely within the 
state; (3) the merged company should 
be stronger than the predecessor compa- 
nies as to credit, utilization of power and 
natural resources, ability to give service, 
and ability to make rate reductions; (4) 
the new companies should conform to 
new accounting requirements with re- 
spect to original cost records, detailed 
current accounting for various divisions, 
etc.; (5) it must be indicated showing 
how savings resulting from unification 
are to be used; and (6) duplicate fran- 
chises must be surrendered. 

With the Federal government press- 
ing strongly for elimination of holding 
companies, which in many cases can only 
be fairly accomplished through merger 
of operating units, New York utilities 
now appear to be “between the upper 
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and nether millstones” with respect to 
merger programs. They may find it 
easier to risk trouble with Washington 
and to pay added holding company taxes 
rather than seek to conform with the 
involved program set up by the state 


commission. 
. 


Set-back for Municipal 
Ownership 


MINOR incident in the recent elec- 

tion, which has perhaps been gen- 
erally overlooked, was the decisive rejec- 
tion of public ownership proposals for 
the development and transmission of hy- 
droelectric power in the Pacific North- 
west. Voters refused to authorize flota- 
tion of bond issues to finance these 
plans, despite the fact that many of their 
sponsors were elected to state and na- 
tional offices in the same elections. 

While the proposed measures were re- 
garded as essential steps to obtain cheap 
power from Bonneville and Grand 
Coulee, voters had evidently decided that 
the Federal government, which will re- 
main in general control of the projects, 
should bear the entire financial burden. 
In the state of Washington the proposed 
legislation lost by a ratio of about ten to 
six, and in Oregon by about eight to 
five. A similar proposal in Oregon had 
previously been vetoed by Governor 
Martin. 

The question whether state, Federal, 
or private agencies are to distribute and 
sell power to be generated on the Co- 
lumbia river—which will eventually ex- 
ceed TVA power—seems likely to re- 
main a political issue for some time. 


¥ 


Views of TVA and REA on 
Use of Federal Power 


Wee the Federal Power Commis- 
sion is still occupied in gathering 
data on the President’s power-pool pro- 
posal and the President himself has 
made no further statement of his views, 
speeches by administration leaders may 
afford some clues regarding government 


plans. Morris L. Cooke, REA Admin- 
istrator and chairman of the Great 
Plains Drought Committee, is naturally 
interested in the use of electricity over 
a wide area to aid in soil conservation 
and rural electrification. He is quoted 
in the Times as follows: 


There has been a school of engineers who 
believed that a power dam could do nothing 
except generate power; that a flood-control 
dam could have no other purposes than the 
prevention of floods, and that an irrigation 
dam was in still another closed compartment. 
Properly thought out and executed a dam 
can be put to several uses. The water held 
back in time of flood is available for irriga- 
tion. In many instances, as the water is 
let out for irrigation purposes it can gen- 
erate power. Of course, you don’t irrigate 
the year round, but neither do you try to 
hold back all the water leaving a dry 
stream bed below the dam. . . . Not 
many years ago several power dams would 
be built on the same river each located with- 
out regard to the other. Today dams are 
being located throughout the entire Tennes- 
see valley watershed so as to make the best 
possible use of the waters, with one pool 
combining all power sources, steam and 
hydro, as the ultimate objective. Presently 
we shall get the concept of the complemen- 
tary character of all watersheds and all 
power dams and all steam power stations, 
and finally arrive at a power pool on a 
nation-wide basis—a pool of pools, so to 
speak. 


r. Arthur E. Morgan of TVA, in 

discussing the power-pool idea, has 
indicated that one objective would be 
to avoid destructive competition and 
thereby enable utility companies in that 
territory to proceed with bond-refund- 
ing operations. According to a sum- 
mary of his views by the New York 
Tribune: 

If the people desire public ownership and 
operation of distributing systems, such sys- 
tems will not be built in competition with 
existing ones of private companies. 


Dr. Morgan held that President 
Roosevelt wishes to develop a national 
power policy, so that the various Federal 
projects will not compete with each oth- 
er. He indicated that the data on trans- 
mission net-works now being compiled 
will be presented to the President by 
early December, and a plan will be 
worked out whereby TVA will obtain an 
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adequate market for its power without 
selling it in competition with the pri- 
vate companies. Dr. Morgan also laid 
emphasis upon a “social program” in the 
TVA area. Thus far this has been sub- 
ordinated to power development, but an 
amendment to the act may be sought to 
enlarge “social” activities. 


¥ 
Corporate Notes 


pened’ Gas & Electric Company and 
subsidiaries reported for the twelve 
months ended September 30th net in- 
come equivalent to $2.51 per share on 
the common stock compared with $1.83 
in the same period last year. 

The Federal Power Commission has 
approved the joint application of the 
Metropolitan Edison Co. and the North- 
ern Pennsylvania Power Co. (Associat- 
ed Gas System) for a merger. The ap- 
plication had been previously denied, but 
the plan was revised to agree with the 
commission’s ideas. 

Federal Judge Wilkerson at Chicago 
November 21st tentatively approved a 
plan for reorganization and financial 
consolidation of the companies constitu- 
ting the Chicago Surface Lines, which 
have been in receivership for ten years 
—subject to obtaining a new franchise 
from the city council. Over 85 per cent 
of the bonds have been deposited with 
the committee sponsoring the plan. It 
is proposed ‘to issue $46,000,000 pre- 
ferred stock and 460,000 shares of com- 
mon stock to replace five junior bond is- 
sues now in default, with $72,718,350 
first mortgage bonds undisturbed. 

According to a paper read by Com- 
missioner Floyd L. Bollen of Nebraska 
at the 48th Annual Convention of the 
National Association of Railroad & Util- 
ities Commissioners, the FCC has no 
power to regulate exchange service even 
across state lines, its jurisdiction being 
limited to interstate toll service. Chair- 
man Hopple of the Ohio commission 
said that the FCC should leave fixing of 
rates for most telephone companies to 
state boards. 


New York city utilities lost a $36,000,- 
000 lawsuit when the court of appeals at 
Albany affirmed a lower court's ruling, 
which held that the city’s 3 per cant tax 
on gross revenues could not be deducted 
from franchise taxes. 

Stone & Webster Engineering Cor- 
poration has been awarded over $11,- 
000,000 of building contracts, and is dis- 
cussing a number of additional contracts 
with industrial and utility companies. 


Fogerty Gas & Electric Co. report- 
ed for the twelve months ended 
September 30th net profits of $3,095,123 
compared with $22,979 on the same 
basis last year. Nonrecurring expenses 
for litigation and legislation have been 
excluded. The company has declared all 
remaining interest payments on its con- 
vertible obligations, series A and B, to 
cover six quarterly interest instalments 
through December Ist, payable in the 
company’s 4 per cent scrip due 1941. 
Payments of interest on these obliga- 
tions were suspended in 1933 and have 
been resumed this fall in scrip, to con- 
serve cash for capital expenditures. 

Federal Judge Samuel Mandelbaum 
has refused to permit the bankrupt Na- 
tional Public Service Corporation to re- 
organize under § 77B of the, Bankruptcy 
Act, as proposed by Associated Gas & 
Electric interests. Immediate appeal to 
the circuit court is planned. Judge 
Mandelbaum held that the company now 
has “nothing to reorganize,” having lost 
title to the block of common stock of 
Jersey Central Power & Light Co. 
pledged under its debenture issue, which 
is to be sold at public auction by the 
trustee November 24th. 

Columbia Gas & Electric Corporation 
and subsidiaries reported for the twelve 
months ended on September 30th net 
income equal to 47 cents a share on the 
common stock compared with 32 cents 
in the previous year. In the September 
quarter net income was only $219,996 
compared with $722,602 last year, which 
change was largely explained by a cor- 
responding increase in the retirements 
and depletion account. 
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A Comparison of Foreign Electric Rates 


ow many times have students of 
public utility economics exclaimed 
impatiently, “Why does not somebody 
publish international rate comparisons ?” 
The suggestion seems both sensible and 
simple. Reduce the average electric 
charge per kilowatt hour or the average 
gas charge per thousand cubic feet in 
all foreign countries to terms of good 
old American dollars and we would soon 
find out which country has cheaper util- 
ity service and which national utility 
policies are working most effectively. 

The only trouble with such a plan is 
that it is too simple. Foreign currency 
manipulation would make the results 
meaningless. One cannot trust the pre- 
vailing international exchange to reflect 
truly the domestic purchasing power, 
and one can trust even less the intra- 
national currency to reflect domestic 
purchasing power. In Germany, for 
example, there are at least three dif- 
ferent kinds of “marks”—all designed 
for different commercial usage and 
about as comparative ‘with each other 
as a dozen eggs is comparative with 
a dozen hours. If the Reich leaders 
heard you were going to measure. their 
utility rates, they might even obliging- 
ly invent a new kind of mark for 
that purpose. In Russia, there are 
not only different kinds of rubles but 
different kinds of stores in which to 
spend them. A ruble has so much value 
in one kind of store and a different value 
in another. Italy likewise seems to have 
its “lira” pretty much on a string tied 
firmly on the finger of Il Duce. 

Even where the national monetary 
unit is relatively constant with relation 
to the international exchange, the trans- 
lation of foreign electric rates into dol- 
lars and cents might be highly mislead- 
ing without some reference to other 


commodity prices or local standards of 
living. Let us say, for example, that 
the householder of Peiping, China, pays 
only the equivalent of $1.52 in American 
money for his monthly bill of 50 kilo- 
watt hours of electric service. That 
seems very reasonable compared with 
American standards. However, if we 
find that the cost of bread amounts to 
less than one cent a loaf and average 
house rent amounts to about 50 cents a 
month per room, it does not seem so 
reasonable compared with other Chinese 
standards. Finally, if we find that the 
average monthly cost income of the 
Peiping worker is only a little more 
than $2 in American money, the $1.52 
electricity bill seems terrifically high in- 
deed. 


T would appear, therefore, the only 

logical approach to the comparison 
of foreign utility rates is either with 
relation to other foreign living stand- 
ards, or foreign wage standards. Henry 
G. Knaf of the Consolidated Edison 
Company of New York has taken the 
latter approach. Writing in the Edison 
Bulletin, Mr. Knaf finds that the aver- 
age hourly wage of skilled metal work- 
ers expressed in terms of foreign cur- 
rency is as follows: Great Britain, 
15.5d; Germany, 95.4 Pfennig; France, 
4.7 francs; Italy 3 lire; Sweden 1.11 
kroner ; Switzerland, 1.41 francs; Nor- 
way, 1.32 kroner. Next, Mr. Knaf 
gives the average price per kilowatt hour 
of retail use of electricity expressed in 
the same respective foreign currencies: 
Great Britain, 2.28d; Germany, 28.5 
Pfennig; France, 1.8 francs; Italy, 1.5 
lire (with tax); Sweden, 16.7 Gre; 
Switzerland, 12 centimes; Norway, 3.5 
Ore. 

So far this does not mean much to 


829 





PUBLIC UTILITIES FORTNIGHTLY 


the American reader, and if we attempt- 
ed to translate all these foreign currency 
quotations into American money, it 
might mean even less, because it would 
certainly be misleading for reasons al- 
ready mentioned. However, if we fol- 
low Mr. Knaf’s reasoning and state in 
percentage the relation of each kilowatt 
hour cost to each skilled worker’s hourly 
wage, we will obtain something ap- 
proaching a fair common denominator. 


he us start for example with the Unit- 
ed States. The average wage per 
hour for the skilled metal worker in the 
United States has varied from 46.5 cents 
to 67.3 cents during the last few years. 
Therefore Mr. Knaf takes a 5-year 
average (1930-1934) and the resultine 
figure is 59.2 cents per hour average 
wage. Likewise, using a 5-year average 
for purposes of fair comparison, al- 
though the variation has not been so 
marked, Mr. Knaf gets an average price 
per kilowatt hour of retail use of elec- 
tricity in the United States of 4.92 cents. 
Now it is a simple matter to express the 
average American electric price in terms 
of its percentage of the average Ameri- 
can hourly wage for the skilled metal 
worker. Mr. Knaf gets the figure of 
8.4 per cent. 

Next let us compare the situation of 
the American skilled worker who had to 
pay 8.4 per cent of his hourly wage for 
a kilowatt of electricity with the situa- 
tion of his fellow craftsmen in foreign 
countries. The British worker has to 
pay 14.7 per cent. The German 30 per 
cent. The Frenchman 38 per cent. The 
Italian 33 per cent. The Swede 15 
per cent. The Swiss 8.5 per cent. The 
Norwegian 2.7 per cent. 

And thus we see that only in Norway, 
where the relation of the price of elec- 
tricity to the wages of the skilled work- 
er seems phenominally low, is there any 
price advantage over the American 
worker. The Swiss has to pay slightly 
more; all of the others must pay much 
more. The Frenchman must pay near- 
ly 470 per cent more. Averaging all 
foreign countries against the American 
percentage, Mr. Knaf finds that. the 


European workers pay 27 per cent of 
their hourly wage St a kilowatt hour 
of electricity against the American fig- 
ure of 8.4 per cent. 


) might be noted that Mr. Knaf in his 
study used average “retail” use of 
electricity rather than average “domes- 
tic” use, for which the average cost in 
the United States is slightly higher, be- 
cause the “retail” class includes, in ad- 
dition to domestic and rural customers, 
small commercial consumers with rela- 
tively heavy usage. This classification 
was used presumably for purposes of 
fair comparison with foreign countries, 
all of which report “retail” operations 
but not all of which have statistics of 
the electric light and power industries 
as complete as those available in the 
United States. 

It would naturally be expected that 
with the relation between the cost of re- 
tail electricity and workers’ wages show- 
ing such a variation in different coun- 
tries, the retail use per customer would 
likewise show a variation. Mr. Knaf’s 
study on this point also indicates a close 
relation between relative low cost and 
high usage. Here is his list: 


Annual Per Percentage 
Consumer Retail of Kw. Hr. Cost 
Use in Kw. Hr. to Hourly Wage 
United States 1,042 8.4 
Great Britain 640 14.7 
Germany 
France 


y 
Sweden 
Switzerland 
Norway 


R. Knaf presents these figures for 

what they are worth without at- 
tempting to answer the inevitable ques- 
tion of whether or not it proves any- 
thing about public ownership. The data 
is obtained principally from papers pre- 
sented by foreign delegates to the recent 
Third World Power Conference, sup- 
plemented by technical works covering 
Great Britain, Italy, and the United 
States. The author contents himself 
with the statement that in the seven 
foreign countries studied as a group, 
municipal ownership and operation of 
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electric utility service is “more wide- 
spread than in the United States.” In 
this respect he adds that the fact that 
the European metal worker must pay 27 

r cent of his average hourly wage for 
a kilowatt hour of retail electricity as 
compared with 8.4 per cent paid by the 
American worker “is not without sig- 
nificance.” 

The editor of Industrial News Re- 
view, commenting on Mr. Knaf’s arti- 
cle, is not so reticent. The News Re- 
view stated in part: 


This unusual comparison casts additional 
light on the old debate of whether the U. S. 
electric utilities have done a good job. In 
the seven European countries studied, elec- 
tric development has been largely by gov- 
ernment, while in this country it has been 
primarily by private initiative and enter- 
prise. And, American rates are not only 
much lower, when living standards and in- 
comes are taken into account, but service is 
almost invariably better and use of power 
in the average home is greater. 

Some critics of the private electric utili- 
ties cite cases of European countries where 
farm electrification has apparently been de- 
veloped to a higher degree than in the Unit- 
ed States. What they don’t cite is the fact 
that in such countries population density is 
great, making the problem of building lines 
into rural areas a much simpler one. Mr. 
Knaf observes that when sections of the 
United States truly comparable to Europe 
are examined—such as Oregon and Wash- 
ington—our rural electrification development 


compares favorably with that in any other 
country and is far ahead of most. 

In the most advanced European countries 
the percentage of a worker’s pay check that 
goes to the power company is three times as 
great as in this country! That striking fact 
alone is enough to refute the ancient argu- 
ment that our private electric utilities have 
fallen down on the job, and should be Euro- 
peanized at the expense of private enterprise 
and opportunity. 


HE foregoing may argue too much 

from too little. It may perhaps be 
somewhat more cautious not to venture 
conclusions about another’s article where 
the author himself hesitates to venture 
such conclusions. However, it is a re- 
lief to know that rate researches are 
beginning to study other public owner- 
ship operations besides Ontario Hydro. 
This is not to cast reflection upon the 
performance of our Canadian neighbor’s 
blue ribbon plant, but, on the other 
hand, to express some curiosity as to 
whether other publicly operated plants, 
in Europe principally, can show nearly 
as good a record. 

—F. X. W. 


Retart Use or Exectriciry 1n Europe. By 
Henry G. Knaf. Edison Electric Institute 
Bulletin. September, 1936. 

Evectriciry—Here AND Asroap. Industrial 

News Review. October 26, 1936, 





Public Ownership and the Railroad Tangle 


IS government ownership of the rail- 
roads the only way to bring about 
No, 
said Thomas W. Lamont, partner of 


the long-delayed consolidation ? 


J. P. Morgan & Co. Yes, said Joseph 
B. Eastman, Interstate Commerce Com- 
missioner and former Federal Codrdi- 
nator of Railroads. Both were speak- 
ers before a large audience at the recent 
banquet of the Academy of Political 
Science at the Hotel Astor. The dinner 
followed an earlier session of the acad- 
emy at which Virgil Jordan, president 
of the National Industrial Conference 
Board, predicted that agitation for pub- 
lic ownership of railroads would make 
it a political issue by 1940. 


Giving his reasons for condemning the 
prospect of government ownership as 
the only way out of the railroad re- 
organization tangle, Mr. Lamont stat- 
ed: 


It is clear that what has blocked con- 
solidations up to date has been the unreadi- 
ness of all sections of the American public 
to accept the compromises necessary to ef- 
fect sweeping consolidations. Certainly 
such consolidations cannot be forced down 
the throats of all concerned unless the gov- 
ernment steps in and does the forcing. That 
— probably mean government owner- 
ship. 

Now that phrase can, so far as the rail- 
ways are concerned, be discussed without 
heat or fury. Yet, of course, such a step 
would not be my solution. Government 
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DRIVING THE MONEY CHANGERS OUT OF THE TEMPLE 


ownership might result logically in elim- 
ination of competition among the railways. 
But still, with competitive highways, water- 
ways, and airlines, with alarmingly increas- 
ing labor costs, where could the government 
come out? 

And if the government owns the railroads 
of the country, will it be able to avoid going 
a step further? (Can it avoid taking over 
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the whole transportation machinery, trucks, 
busses, and water carriers; or will it, by 
subsidies to competitors, destroy its own 
investment in the railroads? 

No, I believe that private management 
still has a far better chance of solving the 
problem, always provided it has the enlight- 
enéd and liberal codperation of the govern- 
ment. 

















WHAT OTHERS THINK 


r. Eastman, who did not specifi- 

cally endorse public operation of 
the railroads, stated his convictions that 
such operation would not necessarily be 
impractical. He said, in part: 


You may be anticipating a word on pub- 
lic ownership and operation. I hope to see 
the time when that subject can be discussed 
as the purely practical question which it is. 
Railroads perform a public function, and 
we would not be embarking on communism 
if our government took over that function 
directly as many other countries have done, 
instead of intrusting it to private enterprise. 
It is only a question of the way to get 
the best results. 

After many years experience in govern- 
men service and opportunity to observe some 
large branches of private enterprise rather 
closely, I do not doubt the practicability of 
running the railroads as a government enter- 
prise under men of excellent character and 
capacity and without political corruption. 

There would be danger of ill-advised leg- 
islation affecting the enterprise, but no more 
so than now. The dividend responsibility 
and cumbersome character of the system of 
private ownership and management com- 
bined with public regulation have inclined 
me toward direct public ownership and op- 
eration with responsibility concentrated in 
the government. 

The staggering difficulties of taking the 
properties over on terms fair both to the 
private owners and the government and the 
fact that the railroads are now only one of 
the important means of transportation, are 
complicating factors which justify doubt as 
to the wisdom of public ownership and 
operation under present conditions. I am 
not now urging it. It is not impossible, 
however, that the time may come, as it has 
come in other countries, when the system 
of private ownership and management will 
break down for reasons beyond control. 

It is not unwise to give some thought 
to that possibility, at least to the extent 
of considering the best possible plan for 
public ownership and operation, if it should 
become necessary. 


M* Lamont was gravely concerned 
over the spectacle of one third 
of the country’s railway mileage rep- 
resenting an investment of almost $5,- 
000,000,000 now in the bankruptcy 
courts or going through various forms 
of reorganization. In addition to this, 
he observed that less than one half of 
the Class I roads are now able to earn 
their fixed charges. He added: 


_ Including the families of employees there 
is an army of three million citizens whose 


livelihood is directly dependent upon thi 
industry. Secondly, there are fully thirty 
million citizens with a financial interest in 
the railroad industry. Of the $11,000,000,000 
of railroad bonds outstanding, almost one 
half is owned by savings banks and insur- 
ance companies. This means that millions 
of savings bank depositors and holders of 
insurance policies, whether they all know 
it or not, have a vital interest in the in- 
tegrity of these securities. 

Almost $2,000,000,000 additional of rail- 
road bonds form part of the endowment of 
churches, hospitals, and educational or 
charitable institutions. 


CCORDING to Mr. Lamont, the future 
movement of freight rates will be 
down rather than up, because of the 
competition between various forms of 
carriers. Then, there is the tax burden 
of the railroads, which increased from 
less than $45,000,000 in 1900 to over 
$400,000,000 in 1929. More recently, 
the Railway Retirement Act will impose 
an additional burden of $57,000,000 and 
the unemployment insurance provisions 
of the Social Security Act will reach 
$48,000,000 in 1937 and thereafter. Mr. 
Lamont concluded: 


All this is above and beyond the move- 
ment now on foot, as manifested by a 
bill introduced in the last Congress for a 
6-hour day with no reduction in total wages 
paid. Can such constant and heavy in- 
creases be borne by the present frail struc- 
ture of earnings? To bankrupt railroad 
transportation through the operation of 
wages, hours, and working conditions alone 
is not at all inconceivable. Note this well: 
that there can be no prosperity for railroad 
labor that is not based upon the solvency 
and prosperity of the railroads. 

With the difficulty of increasing railway 
traffic on any grand scale, the problem be- 
fore the railroads is how to bring about 
great and sweeping economies in manage- 
ment. I have no illusions as to the immense 
difficulties of arranging regional consolida- 
tions. But to a layman like myself, never 
familiar with the technical aspects of rail- 
way operation, but for many years deeply 
interested in sponsoring the issuance of 
sound railway securities, it would seem that 
such consolidations on a large scale, or some 
pooling of operations, voluntarily initiated 
by the railways themselves, can provide the 
only ultimate solution of the American rail- 
way problem today. 


r. Eastman observed that the ex- 
traordinary development of com- 
petition among the different forms of 
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carriers has resulted in a “buyer’s 
market” in the transportation field. He 
did not believe that the railroads have 
adjusted themselves to the new condi- 
tions as well as they might, although 
he conceded that competing water and 
air carriers should be, in all fairness, 
brought under regulation just as the 
motor carriers have been. He also sug- 
gested a Department of Transportation 
to “keep in touch with the transporta- 
tion situation, watch developments, 
study the larger problems, foresee dan- 
gers which are impending, promote the 
cause of codrdination, and advise both 
the President and Congress in regard to 
transportation policies.” At the earlier 
sessions, Mr. Jordan voiced his convic- 
tion that the culmination of public own- 
ership and operation of railroads would 
not only fail to solve the problem but 
would subsequently result in higher 
transportation costs and poorer service. 
He said: 


These tendencies to weaken the financial 
position of the railroads, combined with the 
general social and political philosophy of 
the period, are clearly converging toward 
a situation in which the ability of the rail- 
roads to render adequate, low-cost service 
will be impaired and agitation for govern- 
ment ownership of the railroads will again 
become active. 

After its culmination, the result will, of 
course, be higher transportation costs and 
ultimately poorer service. This will mean 
not only higher living costs for workers 
generally, but will materially affect the 
position of private enterprise in other in- 
dustries, since government ownership of 
the railroads will be an entering wedge for 
state capitalism in other fields. 


NOTHER speaker at the academy 
meeting was Judge William L. 
Ransom, former president of the Ameri- 


can Bar Association, who suggested that 
when government crushes private enter- 
prise to such an extent that weary in- 
vestors give up their burdens gladly, 
we may witness the spectacle of public 
ownership by default. 

Judge Ransom stated, in part: 


The public ought to consider very care- 
fully whether it wishes the policies of 
the government to be such as to make a 
continuance of private ownership of this 
industry impossible and thereby to compel 
the socialization of the railroads. 


Thomas F. Woodlock, former Inter- 
state Commerce Commissioner, analyzed 
the successive changes in the long-and- 
short-haul provisions of the Interstate 
Commerce Commission Act. He said: 


These changes demonstrate the combined 
confusion of thought and the hostile slant 
of the public and against the railroads that 
dictated those provisions. 

Now that transportation has become an 
acutely competitive industry it is time to 
cease regulating railroads as a monopoly 
and free them sufficiently to enable them to 
meet their competitors on reasonably equal 
terms. : 


Other speakers on the program in- 
cluded William James Cunningham, 
professor of transportation at Harvard 
University; Robert V. Fletcher, vice 
president and general counsel of the 
Association of American Railroads; 
Harry S. Sturgis, vice president of the 
First National Bank of New York; 
Frederick E. Williamson, president of 
the New York Central Railroad Com- 
pany ; and Samuel T. Bledsoe, president 
of the Atchison, Topeka & Santa Fe 
Railway Company. 

—F. X. W. 


Tue New York Times. November 13, /.936. 





A Power Engineer Compares Fuel and 
Hydro Generation 


eR informed power economists, the 
suggestion that the cost of steam 
generated electricity can be as low and, 
under certain comparable circumstances, 
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considerably lower than the cost of 
hydro generated electricity is hardly 
news. Further than that, the opinion 
that the outlook for improved technique 
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PUBLIC RELATIONS PROBLEM NO. 9,807 
“No gas man is going to track up my clean linoleum! !” 


and still further generating economies 
is more favorable in the field of fuel 
generation than in the field of hydro 
generation is so widely held among 
power engineers that it scarcely causes 
a stir at any gathering of modern power 
technicians. 


Yet the popular idea persists that 
potential hydro power is a free gift 
from God and that mankind is repre- 
hensibly slow in taking more advan- 
tage of it, to the displacement of fuel 
generating methods that are somehow 
viewed by the layman as costly, obsolete, 


835 





PUBLIC UTILITIES FORTNIGHTLY 


and wasteful of our natural fuel re- 
sources. It is scarcely to be expected 
that our friends of the engineering pro- 
fession can dissipate such a popular sole- 
cism, especially since engineers usually 
address their all too rare dissertations 
to their fellow craftsmen. However, it 
is only by “listening in,” as it were, on 
some of these learned meetings and 
translating the technical truth in terms 
of social significance that others can 
come into possession of the essential 
data for public edification. As the 
Scripps-Howard motto puts it, “Give 
light and the people will find their way.” 

One recent paper on this subject well 
deserves a place in the portfolio of facts 
of those who ever expect to do any en- 
lightening along this line. It was de- 
livered at the Symposium on Economics 
of Power Generation, of the American 
Society of Civil Engineers, recently as- 
sembled at Pittsburgh, Pa. Its author 
was Philip Sporn, vice president and 
chief engineer of the American Gas 
and Electric Company. Although tech- 
nical in its approach and development, 
Mr. Sporn well appreciated the social 
aspect of his subject as evidenced by 
the following passage: 


Hydroelectric power has received a great 
deal of attention within the last four years, 
particularly since its development has been 
very vigorously pushed in connection with 
various governmental projects undertaken 
during that period. There has in connection 
with these projects, knowingly or unknow- 
ingly, been handed down the idea that water 
power is cheap power involving nothing 
more than the harnessing of power that has 
already been placed there by the Almighty 
and that the cost can, therefore, not be 
equaled by any other method. That the 
actual facts in the case seldom warrant any 
such assumption is known to a few, but 
certainly is not generally realized. In gen- 
eral it may be stated that most of the 
favorable hydroelectric sites have already 
been developed and that an analysis of pres- 
ent sites is likely to present a too optimistic 
picture of what is available in those sites 
that have as yet not been developed. 


be should be here emphasized that the 
implications of Mr. Sporn’s reason- 


ing were not political. Addressing pro- 
fessional colleagues, Mr. Sporn was ob- 
viously engaged in simply stating power 
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economics for what they are worth, re- 
gardless of questions of management or 
political economy. He had a keen ap- 
preciation of the danger of generalities 
and his discussion was studded with 
meticulous qualifications. Nevertheless, 
there emerged certain broad findings 
briefly digested as follows: 

1. Generation and Cost. Although the 
cost of generation is only a small portion 
of the total cost of delivered service, it 
is an item worth considering. It has 
not always been fairly considered with 
respect to hydro generation. 

2. Investment Cost—Hydro. Federal 
Power Commission records of 15 hydro- 
electric developments show extremely 
high cost per kilowatt of primary capac- 
ity and a wide variation between highest 
and lowest costs. They range from 
$124 per kilowatt to $348 per kilowatt. 
The figures on fixed charges show vari- 
ations from .342 cents per kilowatt 
hour to 4.56 cents per kilowatt hour 
at a 90 per cent load factor, and 
from .380 cents per kilowatt hour to 
1.067 cents per kilowatt hour at a 
40 per cent load factor. Conclusions: 
(a) that such fixed charges alone may 
run to figures in many cases in ex- 
cess of fixed charges and operating 
costs of steam power; (b) that hydro 
costs are not predictable from gen- 
eral experience and knowledge; but 
will depend on physical conditions: 
topography, stream flow, etc.; (c) hy- 
dro’s true function appears to be as a 
supplement to steam power to form an 
economical supply system. 

3. Investment Cost—Steam. Based 
on various private studies, the general 
range of costs of steam generation are 
fairly well established. Sixteen plants 
built between 1924 ard 1927 ranged be- 
tween $101 and $180 per kilowatt— 
averaging $139. Sixteen plants built 
since 1927 ranged between $82.50 and 
$145 per kilowatt—averaging $114. 
Other studies on recent plants average 
slightly lower—$100 to $110 per kilo- 
watt. It is apparent, therefore, that 
“average” cost in connection with steam 
plant installation can only be considered 
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relatively. (Mr. Sporn’s table shows 
fixed costs plus operating costs on steam 
generating plants ranging from about 
38 cents to .43 cents per kilowatt hour 
at 90 per cent load factor and from 
about .63 cents to .74 cents per kilowatt 
hour at 40 per cent load factor.? 

4. Operating Costs—Hydro. Here 
hydro makes up to some extent in com- 
parative economy for its high invest- 
ment cost. Small as they are, hydro 
operating costs are considered a fixed 
item at a particular location and are 
more or less independent of the kilo- 
watt hours produced. A recent study 
of this item shows a median value 
on the basis of annual cost per kilo- 
watt installed ranging from $2.80 to 
68 cents depending on the size of the 
plant. 


5. Operating Costs—Steam. Con- 
versely, it is here that steam generation 
shows its major cost. (Mr. Sporn’s 
figures on average steam operating costs 
—with fuel at 13 cents per million 
B.T.U. show a cost of .22 cents per 
kilowatt hour at a 90 per cent load 


factor and .28 cents per kilowatt hour 


at a 40 per cent load factor. See para- 
graph 3 for total operating costs.) 


Rk. Sporn, however, warned against 
4 trying to make too sharp a com- 
parison. He stated: 


1 These investment costs have been obtained 
by simplifying the problem considerably be- 
yond what is practical in an actual system. 
For instance, to furnish adequate and reliable 
service, the system must provide the neces- 
sary reserve generating equipment, and no 
allowance has been made for this in the figures 
given. For an isolated power system with 
only one plant, the necessary reserve may 
reach 50 per cent of installed capacity (100 
per cent reserve) to insure continuous service. 
This may as much as double the firm capacity 
unit cost of the plant. Even in an intercon- 
nected system having many generating plants, 
some part of the installed capacity is needed 
for reserve. This may vary from 15 per cent 
to 30 per cent, depending largely upon the 
size of the units, the magnitude of the load 
served, and a number of other factors peculiar 
to the average power system. In this latter 
case the reduction of reserve is obtained by 
building interconnecting transmission lines, 
and their cost must be considered in any dis- 
cussion of generating costs. 


It is extremely difficult and perhaps unfair 
to attempt a direct comparison of costs be- 
tween a single hydroelectric development 
and a steam plant. On the other hand, in 
making this assertion it must be borne in 
mind that the weakness of the typical hydro- 
electric development is disclosed by 
since as a general rule no hydroelectric de- 
velopment is self-sufficient. That being the 
case it is impossible to determine the value 
of the hydro development without consider- 
ing the position taken on the load curve by 
the hydro plant and its effect on costs of 
other producing sources. In general this is 
a point that has to be thoroughly considered 
before a decision as to economic feasibility 
of a particular hydro project can actually 
be made. 

In other words, the hydro plant does 
not have the flexibility regarding load 
factor as does the steam plant which 
can be designed for different load fac- 
tors, while hydro plants generally can 
be utilized economically only at a cer- 
tain position on the load curve, becom- 
ing relatively less economical when used 
on different load bases. 

Looking to the future, Mr. Sporn saw 
much promise in reducing investment 
and operating cost in the field of steam 
generation carrying out a trend which is 
already moderately downward. Higher 
steam temperatures and the use of high- 
er speeds which will eventually mean 
more efficient use of materials are the 
two most promising approaches. On 
the other hand, he saw little on the 
horizon to indicate that future hydro in- 
vestment will be generally more eco- 
nomical. If anything, he said, they will 
be less so by reason of the fact that 
the cream has been skimmed, so to 
speak, from the available hydro sites. 
(“Nature created only one Niagara and 
that has been developed.”) 

Mr. Sporn saw considerable uncer- 
tainty in the future rapid improvement 
in the art of transmission, conceding its 
rapid strides over the last fifteen years; 
but he held out hope of continued slow 
and steady progress in the reduction of 
distribution costs which bulk so large 
in the overall cost of electric service, 
both steam and hydro. He ventured his 
belief that the economical development 
of the future generation requirements 
of the country lies definitely in the di- 
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rection of “steam plants located at a 
reasonable distance from load centers 
and in reasonably large units with inter- 
connecting transmission as a medium of 
integrating and combining small loads 
for efficient units of generation and 
for reinforcing and backing up among 
neighboring systems.” It is necessary, 


in this respect, however, to have faith 
in the “inevitability of gradualness” 
that has yielded results in other lines 
of endeavor. —F. X. W. 


Cost oF GENERATION OF Enercy. Paper pre- 
sented at convention of American Society 
of Civil Engineers by Philip Sporn, Pitts- 
burgh, Pa. October 13-16, 1936. 





New Books on Valuation and Regulation 


N* that the question of valuation 
is again rapidly coming to the fore, 
owing to the administration’s predilec- 
tion in favor of original cost (which 
seems to have replaced “prudent invest- 
ment”), reference works on valuation 
and depreciation are of special interest. 
One of the most notable recent works of 
this character is “Engineering Valua- 
tion” by Anson Marston and Thomas R. 
Agg. While this particular study relates 
principally to valuation of industrial 
properties, much of it is applicable to 
utilities, and the last chapter includes 
an example of the valuation of an elec- 
tric plant. A summary of 68 important 
court valuation decisions is presented, 
including a summary of the “high 
points” of the important Smyth v. Ames 
case. Three chapters are devoted to a 
lengthy analysis of depreciation, includ- 
ing the development of what is termed 
an entirely new principle. The authors 
are deans of engineering at Iowa State 
College. 

Another recent publication in this 
field is “Public Utility Industries,” a 
product of three more authors in the 


teaching profession, Wilson, Herring, 
and Eutsler, of the faculty of the Uni- 
versity of Pennsylvania. This survey 
of the utility field, largely designed for 
textbook use, may also prove of value as 
a reference book for publicists and those 
interested in broad questions of regula- 
tion and rates. Chapters are devoted to 
descriptions of the gas industry, electric 
light and power industry, water supply 
utilities, motor transport, urban trans- 
portation, urban rapid transit, interur- 
ban electric railways, pipe lines, tele- 
phone, telegraph, and cable companies, 
and radio communication. The general 
concept of the utility, the principles of 
rate making, and the extent of com- 
bination and integration in the utility 
field, are also covered by special chap- 


ters. 
—O. E. 


ENGINEERING VALUATION. By Anson Mars- 
ton and Thomas R. Agg. McGraw-Hill 
Book Co., 655 pages, $6.00. 


Pusiic Utitity Inpustries. By G. Lloyd 
Wilson, James M. Herring and Roland B. 
a McGraw-Hill Book Co., 412 pages, 





(T 4 AX a matter of fact, the talk about the fundamental incompatibility 
of public and private enterprise is denied by the facts cf our 


every-day life. 


We drive privately manufactured automobiles over 


publicly manufactured roads, and the automotive industry is not 
clamoring for the right to build highways, nor do many of us think 


that the state could manufacture cheaper and better automobiles. 
drink privately manufactured beer and publicly piped water. 


We 
We 


transport ourselves by vehicles which are public, private, and a 


combination of both. 
to private universities.” 


We send our children to public schools and 


—DororHy THOMPSON, 
Newspaper Columnist. 
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Mayors Conference 


D*; Arthur E. Morgan, chairman of the 
TVA, speaking last month before the 
United States Conference of Mayors at Wash- 
ington, D. C., declared the Tennessee valley 
is potentially one of the finest recreation areas 
in America, and, in developing it, the Ten- 
nessee Valley Authority holds improvement 
of navigation on the Tennessee river a prime 
objective, with power production an incident. 

Dr. Morgan’s address was reported to have 
created somewhat of a furore, especially in 
view of the fact that on the floors of Con- 
gress when appropriations were asked to keep 
the program under way, the TVA has been 
hailed as the mother of a yardstick that would 
be created in this country as a sample for 
which power should be sold. 

John W. Smith, president of the Detroit 
common council, in an address before the con- 
ference, demanded prosecution of five public 
utility officials for “deliberate and flagrant” 
violations of Federal antitrust laws in the 
natural gas industry. Smith told the con- 
ference that damaging testimony against the 
“natural gas barons” already has been given 
at Federal Trade Commission hearings and 
before courts. In frequent instances, he as- 
serted, testimony sufficient to indict these men 
has been wrung from the “unwilling lips of 
the monopolists themselves.” 

The conference adopted a resolution author- 
izing a committee to codperate with Federal 
agencies in helping cities get natural gas 
service at reasonable rates. 

All conference officers were reélected. In 
addition to Mayor LaGuardia, who is presi- 
dent, they included Mayor Edward J. Kelly 
of Chicago, vice president; Mayor Angelo 
Rossi of San Francisco; Mayor Neville Mil- 
ler of Louisville; Mayor Edward Rogers of 
Amarillo, Texas; and Mayor Frederick W. 
Mansfield of Boston, trustees. 

Members of the committee on natural gas 
service were to be appointed by Mayor La 
Guardia, it was said. 


Studies New Power Laws 


Mw legislation to integrate the power 
program of the government and prevent 
possible conflict in various developments was 
discussed last month by President Roosevelt 
in conference with Dr. Arthur E. Morgan, 
chairman of the Tennessee Valley Authority. 
The conferees also considered a possible 
amendment of the act setting up the Authority 
$0 as to put additional emphasis on the social 


program in that region, which has been sub- 
ordinated to power development. 

Although no definite conclusions on legis- 
lative recommendations were reached at this 
conference, Dr. Morgan indicated in a later 
talk with news correspondents that the sub- 
stance of material to be written into pro- 
posals to be laid before Congress had been 
made clear. As outlined by Dr. Morgan, the 
power problem facing the government involves 
both the codrdination of public and private de- 
velopments and the working out of a program 
to define the sphere of activity for each of 
the Federal operations. 

Dr. Morgan said the government might get 
into difficulties whereby various power proj- 
ects such as Boulder dam, Bonneville, and the 
Grand Coulee, would be bidding against one 
another or the TVA in efforts to sell power 
unless a general clearing house for government 
operations was established. He said a na- 
tional power policy is needed which should 
provide that every major contract for power 
should go to some central governmental agen- 
cy for approval. 


Utility Drops Suit 


Tz Northern States Power Company of 
Minnesota, which a year ago filed suit to 
enjoin enforcement of the Public Utility Hold- 
ing Company Act and refused to register un- 
der it, moved last month to drop the suit and 
register. 

Robert F. Pack, president of the company, 
a unit of the Standard Gas and Electric Sys- 
tem, said after a conference with the commis- 
sion that he would recommend registration to 
his directors. Mr. Pack said he had had an 
opportunity to observe the kind of regulation 
which the Securities and Exchange Commis- 
sion typifies in administering the act, and was 
confident his company would be accorded the 
same high standard of consideration and sen- 
sible regulation. 

John J. Burns, general counsel of the com- 
mission, hailed Pack’s decision as a major 
break in utility ng ma to the holding com- 
pany law. Both he and Commission Chair- 
man James M. Landis predicted it would in- 
duce other companies to “get into line.” 


Favors State Compacts 


HE Chamber of Commerce of the United 
States last month urged business men to 
give “most careful attention” to state com- 
pacts as a means of industrial regulation, 
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Chamber directors approved a committee re- 
port asserting such agreements among states 
having similar interests would provide “re- 
spect for the constitutional reservation to the 
states of all powers not expressly granted to 
the Federal government.” 

As possible subjects for compacts, the com- 
mittee mentioned labor legislation, electric util- 
ity regulation, milk production, corporate 
charters, and natural resources, including 
bituminous coal and its competitive fuels and 
timber. 

There can be no substitute, the report said, 
for “private enterprise in the development of 
improved economic conditions.” 


Resume FCC Hearings 


Pr hearings on the general phases of the 
Federal Communications Commission’s in- 
vestigation of the American Telephone and 
Telegraph Company were expected to be re- 


sumed early in December, Chairman Walker 
of the FCC telephone division said recently, 

Meanwhile plans were going forward to 
initiate public hearings on the rate phase of 
the inquiry. Mr. Walker said he saw no rea- 
son why the investigating staff could not al- 
ternate hearings from week to week on the 
two phases of the probe, thereby carrying them 
on simultaneously. 

At the same time it was learned that the 
telephone investigation cannot be completed 
before July 1, 1937; that an additional appro- 
priation will be needed, and that an effort 
would be made to retain permanently a part of 
the A. T. & T. investigating staff to perform 
routine duties of the commission of this nature. 

Commissioner Walker said a progress re- 
port would be submitted to Congress early in 
the new session, and indicated that the mat- 
ter of additional funds would be left up to 
Congress to decide upon receipt of the report 
on the investigation. 


Arkansas 


Offers Optional Rate 


G* consumers in twenty-five Arkansas cities 

and towns were given an opportunity last 
month to pay their gas bills under a revised 
rate schedule after December Ist, if desired, 
but they must agree to use the new schedule 
for both winter and summer months if it is 
adopted at all. 

An order authorizing the Arkansas Louisi- 
ana Gas Company to put into effect a tempo- 
rary optional rate, beginning December Ist, 
was issued on November 19th by the state de- 
partment of public utilities, and officials of the 
department estimated that there would be a 
saving of at least $55,000 a year by gas con- 


sumers residing in the municipalities affected. 

The rate was agreed upon by the commission 
and officials of the gas company pending com- 
pletion of an investigation started by the for- 
mer several months ago, and will be effective 
for a year. Chairman P. A. Lasley said the 
commission hopes to complete its investigation 
next year in time to place permanent rate re- 
ductions in effect before heavy consumption of 
gas begins for the winter of 1937-38. He said 
divergent rate structures and property valua- 
tions in Arkansas cities and towns other than 
the twentyfive covered by the order made it 
impractical to extend the present investigation 
to these and establish additional temporary 
rate reductions at this time. 


California 


To Submit Vote 


HE San Francisco board of supervisors 
last month voted to submit to voters at 
the next election, February 16, 1937, the ques- 
tion of distribution of Hetch Hetchy power. 
No other bond issue is to be submitted at that 
election, the $52,000,000 rapid transit subway 
program for bridge and city traffic having 
been put into temporary discard by vote of the 
supervisors. 
The power plan to be submitted is the util- 
ity board’s proposal calling for construction 


of additional power plants for the Hetch 
Hetchy system, purchase of Pacific Gas and 
Electric Company distributing facilities in the 
city, and lease from the Pacific Gas and Elec- 
tric of the 41-mile transmission line to the city 
limits. The city would also buy peak demand 
and standby service from the company. 

The total cost would be $43,700,000. It was 
estimated that the average annual net peat 
after interest under the plan would be $6, 
000 under 5 per cent revenue bonds, or 
$6,636,000 under 4 per cent general obligations, 
both figured on 25-year amortization. 
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Florida 


Cuts Gas Rate 


EW gas rate schedules, effective December 

15th, giving residential gas users in 
Miami a 21 per cent reduction in the use of 
more than 2,000 cubic feet of gas and in- 
augurating a commercial and industrial serv- 
ice were filed on November 20th by the Florida 
Power and Light Company with the city rate 
and traffic division. 

Householders making extensive use of gas, 
such as those having both a gas stove and 
water-heater combination, will benefit from the 
new schedules. The residential rate does not 
apply to hotels, apartment houses, or boarding 
houses. The reduction is the second to be 
made by the company within a year. 


Upholds Phone Company 


HE right of a telephone company to dis- 

connect equipment it reasonably believes 
will be used for gambling purposes was up- 
held last month by Circuit Judge Paul D. 
Barns in an order without opinion. The case 
involved a Miami operator of a gambling es- 
tablishment. 


Canal Held Feasible 


BOARD of army engineers reported to the 
War Department on November 17th that 
it would be feasible to spend $162,985,000 for 
a ship canal across Florida. With that figure 
as the estimated cost of construction exclusive 


of land purchases for the right of way, the 
five engineers said completion of the con- 
troversial project would be “justified in the 
public interest.” The department’s board of 
engineers for rivers and harbors immediately 
called a public hearing on the project for De- 
— 16th at headquarters in Washington, 


The special board’s work was virtually all 
that remained on canal operations after the 
original $5,000,000 allocation for the project 
was exhausted late last summer. Congress 
refused to make a new appropriation for the 
waterway and work ceased. Unless the report 
is changed before it reaches the new Congress, 
it may become the basis for a new request for 
money to carry on the work. 


Utility Voting Blocked 


C= orders prevented the city of DeLand 
from holding an election on November 
17th on issuing $397,000 in revenue certificates 
for an electrical system. The state supreme 
court refused to grant an order superseding an 
injunction by Circuit Judge H. B. Frederick 
halting the proposed election. It took under 
consideration an appeal from the injunction. 

Taxpayers obtained the injunction, contend- 
ing they would be damaged by the proposed 
election. They said ballots were “misleading 
and untrue” and that it was first necessary to 
submit to the voters the question whether they 
wanted to build the proposed plant and electric 
system. 


Georgia 


Upsets Canal Contract 


A CONTRACT for an $867,900 hydroelectric de- 
velopment on the Augusta canal was up- 
set last month by the state supreme court. 
The court reversed Superior Judge A. L. 
Franklin, who had refused an injunction 
against the city of Augusta, the Augusta canal 
commission, and the Georgia Power Company. 

Under the plan, the Georgia Power Com- 
pany would have underwritten $674,000 worth 
of Augusta bonds, the proceeds of which were 
to be used with a $193,000 PWA grant for 
the development. Proceeds from the plant 
were to have been placed in a special sinking 
fund of the canal commission for the payment 
of the bonds and interest. The city would 
have received current for its municipal pur- 
poses. 


New Commission Members 


HREE new members of the 5-man Georgia 

Public Service Commission formally took 
their seats at a special called meeting at At- 
lanta on November 16th. An announcement 
afterward said only routine litigation pending 
before the commission was discussed. 

The new members, James A. Perry, Perry 
T. Knight, and Matt L. McWhorter, were 
sworn in a few hours previously by Governor 
Talmadge at a brief ceremony in his office. 
Perry was chairman of the commission and 
Knight vice chairman when Talmadge sus- 
pended all five members July 21, 1933, after 
a 3-week hearing on the grounds the commis- 
sion was permitting “oppressive utility rates.” 
Fig three were elected to office on November 

rd. 
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Illinois 


Seeks Gas Rate Cut 


HE Illinois Commerce Commission on No- 

vember 19th issued a citation against the 
Chicago District Pipeline Company requiring 
the concern to show cause why its wholesale 
rates to the Peoples Gas Light and Coke Com- 
pany should not be reduced. James M. Slat- 
tery, commission chairman, in making the 
announcement of the citation, said the commis- 
sion’s action was another step in connection 
with its efforts to “protect gas consumers in 
Chicago as a result of the gas company’s ap- 
plication for a $3,000,000 annual rate increase.” 
The gas company recently inaugurated a 


higher rate schedule under an injunction js- 
sued by Circuit Judge Stanley H. Klarkowski, 
but was forced to drop the higher rate when 
the commission and the attorney general ob- 
tained a writ of supersedeas in the appellate 
court. 

According to Harry R. Booth, commission 
attorney, the state regulatory body plans to 
show that the pipe-line company and its af- 
filiated concerns are making excessive profits 
on gas sold at wholesale to the Peoples Gas 
Company. If this can be proven, he said, it 
will assist the commerce commission in estab- 
lishing that the company is not in need of 
higher rates. 


lowa 


Municipal Plant Greetings 
Curbed 


HE state attorney general’s office ruled last 

month that officials of municipal utilities 
cannot legally spend utility revenues to print 
holiday greeting cards and mail them to 
customers. 

The ruling answered one of several questions 
asked by State Auditor C. W. Storms as to 
legal expenditures of municipal electric light, 
gas, and water plants. 

Storms said the opinion had been asked 
because his accountants found officials of va- 
arious municipal plants spending plants funds 


in various ways to promote good will and in- 
crease sales of the plant’s products. The rul- 
ing, given by Harry Garrett, assistant attor- 
ney general, also informed Storms that mu- 
nicipal utility plant revenues should not be 
spent in advertising merchants’ bargain days, 
nor should such funds be used to pay installa- 
tion charges of equipment sold by private 
merchants such as gas stoves and electric 
contrivances. 

Garrett, however, ruled that general ad- 
vertising designed to promote sale of the 
products of certain municipal plants might be 
legal in some isolated cases but said its legal- 
ity would depend upon the individual circum- 
stances involved. 


Maine 


Quoddy and the NYA 


ro Eastport last month came the dis- 
concerting rumor that the National Youth 
Administration was not doing much with 
Quoddy after all. Plans for that development 
appeared confused and the work was being 
substantially curtailed even before it got 
started, it was said. 


There was said to be considerable evidence 
that the President is still keenly interested in 
hydroelectric development and control of pub- 
lic utilities and wanted to keep Quoddy “as 
is” until he can work out some of his own 
ideas. 

The President may finally abandon the 
project or revive its development as one of 
the “yardsticks,” according to the report. 


Massachusetts 


Opens Rate Campaign 


S™s were reported underway in Quincy last 
month to start a campaign for the reduc- 
tion of electric light rates in that city and to 
establish a municipal electric light plant. 


The first step came when John M. Rice, con- 
sulting engineer of Pittsburgh, Pa., who re- 
cently won a $190,000 electric rate reduction 
for the people of Lawrence before the state 
public utilities board, offered his services to 
the city to fight for a reduction in the rates of 
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the Quincy Electric Light and Power Com- 
ny. 
Mat the same time, Philip A. LaBrecque, 


candidate for councilor-at-large, advocated the 
establishment of a municipal electric light 


and power plant. 


Minnesota 


Gets Rural Power Loan 


WwW" approval of the Clover valley rural 
power project, to be financed by a $40,- 
000 government loan, 35 miles of power trans- 
mission lines in St. Louis county will form an 
extension of the Lake county electric power 
line covering 56 miles, it was announced last 
month. 

The Lake county line will service approxi- 


mately 300 customers, and the Clover valley 
extension approximately 200, of which 135 
have already been signed, according to Emil 
Westholm, president of the Lake County Co- 
Sperative Power and Light Association. Elec- 
tric current is to be supplied by the city of 
Two Harbors to the entire line, covering 91 
miles. 

The Lake county line, financed by a similar 
$60,000 loan, was said to be well under way. 


Montana 


Restrains Utility Board 


A= restraining order prohibiting 
the Montana Board of Railroad Commis- 
sioners and Public Service Commission from 
putting into effect certain new gas rates in 
northern Montana towns until pending liti- 
gation is fully settled was signed in district 
court at Helena last month by Judge George 
W. Padbury, Jr. 

The order was granted upon petition of 


the Consumers Gas Company, plaintiff in 
the action, against the state public service 
commission and the attorney general. 

The gas company had sought to have certain 
new rates prescribed by the commission set 
aside. The suit was filed in the district court 
last September. The restraining order pro- 
hibited the defendants from putting the rates 
into effect at Sweet Grass, Sunburst, Oilmont, 
Fordig, and the Kevin-Sunburst field until the 
court litigation is settled. 


e 
Nebraska 


Municipal Plant Loses 


Ve of Tilden in a special election last 
month refused 325 to 131 to endorse a pro- 


posal to issue revenue bonds amounting to 
$95,000 for building a municipal power plant. 
The Iowa-Nebraska Light and Power Com- 
pany now serves the city. 


New York 


Upholds Tax Levy 


N= York city won a $36,000,000 law suit 
on November 17th when the court of ap- 
peals, without opinion, unanimously affirmed a 
lower court ruling holding that the city’s 3 
per cent utility tax payment may not be de- 
ducted from franchise taxes paid by the utili- 
ties. 

The suit itself, brought by the Standard Gas 
Light Company, a minor subsidiary of the 
Consolidated Edison Company, did not involve 
a large sum, since payments by the company 
were small. It was designed, however, as a 
test case for all utilities of the Consolidated 
Edison system. 


In the last four years New York city has 
collected about $50,000,000 through its special 
tax on public utilities, a tax which is said to 
have played an important ~ in financing 
the city’s share of its relief program. Had 
the attempt of the utilities to deduct the relief 
tax payments from their franchise taxes been 
successful, it would have meant that the city 
would have had to repay some $36,000,000, an 
expense which would have to be met by the 
real estate owners of the city or by the finding 
of some other source of revenue. 

In ruling as it did, the court of appeals up- 
held the city’s contention that the state law 
authorizing special utility tax and other New 
York city relief taxes gave the city the right 
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to impose such taxes on top of existing levies, 
or, in other words, that the city received power 
to raise relief revenues without diminishing 
the regular sources of income. 


Electrified Farms Gain 


Lo”, (greet G. Burritt, state public service 
commissioner, last month told delegates 
attending the New York State Federation’s an- 
nual meeting that “municipal power plants 
need rigid supervision by the state fully as 
much as the private companies.” Speaking on 
rural electrification, the commissioner said 
three things should be considered in “formu- 
lating a public policy to obtain widest dis- 
tribution of electricity at the lowest possible 
rates.” These, he said, were: (1) character 
and location of the municipal unit of the pri- 
vate company and the territory served; (2) 
the efficiency of the municipal or private com- 
pany; and (3) the freedom of these from poli- 
tical control in the one case and from domina- 
tion by a holding company in the other. 

Mr. Burritt said progress in rural electrifi- 
cation has acquired momentum, adding that 
approximately 4,000 additional farmers and 
7,200 rural but nonfarm customers were added 


to rural lines during the first six months of 
1936. Mr. Burritt predicted that by the end 
of the year the total of New York state farms 
served by electricity would reach 70,000, 
“about 40 per cent of the farms.” 


Plans Milk Plant Yardstick 


A MUNICIPALLY operated milk plant is to be 
established by Mayor LaGuardia in the 
Bronx Terminal Retail Market to serve as a 
yardstick to measure the expenses and profits 
of large milk companies, according to reports 
last month from sources close to the city ad- 
ministration. 

The mayor’s plans were learned when it was 
announced that the market had been closed 
and was being remodeled. Mayor LaGuardia 
has advocated for a long time the construction 
of a municipal power plant, and his interest in 
a city pasteurization plant was said to be in 
line with his desire to investigate the munici- 
pal operation of utilities. The plant was ex- 
pected to open on December Ist and will pas- 
teurize milk bought for use in New York city 
institutions. It was said such procedure is 
legal under existing legislation. 


North Carolina 


Rural Costs Drop 


| epee a steady decline in the average 
cost of construction of rural power lines 
and in the average number of customers per 
mile, the state rural electrification author- 
ity reported last month that 26,062 customers 
are now served or will be served by the 4,626 
miles of lines built, under construction, or 
authorized for construction since June, 1935. 
Director Dudley Bagley said the average cost 
of construction per mile was $1,056 for the 
month of October as compared with $1,305 in 
October, 1935. 

Mr. Bagley pointed out that the average 
number of customers per mile has dropped 
from 7.7 in October, 1935, to 5.65 last month, 


thus revealing the fact that the electrification 
program is steadily taking up the better devel- 
opments throughout the state and is now un- 
dertaking the electrification of the more 
sparsely populated sections. 

A total of 1,119 mile of lines have been 
financed by the Federal Rural Electrification 
Administration in North Carolina, but only 20 
miles actually have been built, the report re- 
vealed. Only 100 of the 6,132 customers of the 
authorized REA power lines now have power. 

The state authority reported 1,849 miles of 
lines have been built, 629 miles were under 
way, and 2,118 miles had been authorized in 
the state as of November 5th. 

The estimated cost of the extensions was 
set at $4,879,269.98. 


Ohio 


Approves Rate Change 


6 Bn West Ohio Gas Company was author- 
ized by the state utilities commission on 
November 18th to amend its natural gas rate 
at Kenton for the collection of a 4-cent in- 
crease per thousand cubic feet on gas consumed 
in excess of 7,000 cubic feet, effective Decem- 


ber Ist. 


Appeals to Avoid Refund 


pe United States Supreme Court last 
month had on file an appeal from the Ohio 
Bell Telephone Company seeking to escape 
compliance with an order of the Ohio Public 
Utilities Commission for the firm to refund 
$11,832,264, representing a portion of increased 
service rates from 1925 to 1932. 
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The commission, in its order issued in 1934, 
set forth that the company had realized net 
earnings in excess of a reasonable return dur- 
ing those years. 


The company, in its appeal from a judg- 
ment in the Ohio Supreme Court, contended 
the public utilities commission used irrelevant 
accounting methods. 


Oregon 


Puzzling Aftermath 


MEASURE Creating a utility district in Linn 

county was defeated last month by a vote 
of 2,560 for and 4,484 against, but proceeded 
nevertheless to elect its directors, giving four 
of them more votes than the affirmative vote 
for the measure. The measure was printed on 
a separate ballot that also bore the names of 
eight candidates for directorships, of which 
five were to be elected. 

While the district, had it been given life, 
would have provided these men with $10 a 
day each for time given to the work of run- 
ning it, they must now pay their salaries, if 
any, out of their own pockets. 


Seek Rate Decision 


13 fate of Bonneville dam and its gift of 
cheap power to the Columbia gorge com- 
munities was the principal business before the 
annual meeting of the associated chambers of 
commerce of the thirty communities of the 
area, which met at Hood river last month. 
After long debate the resolutions committee 
proposed that Congress be urged to provide 
machinery for determining rates and selling 


power immediately upon its convocation; that 
the cost of transmission and distribution of 
power be not based on the cost of producing 
the power, that is, that rates be proportional 
to distance of the consumer from the dam; 
that power be sold without transforming with- 
in 10 miles of the dam to give a cheaper rate 
in that area; that adequate transmission lines 
be provided to carry the power west to Van- 
couver and Portland and east to Goldendale 
and the Dalles. 

It was asked that the lake to be created by 
Bonneville dam be named Cascade lake. 


Seek to Reduce Costs 


HE Molalla Electric Company and the 

Yamhill Electric Company on November 
20th petitioned Frank C. McColloch, state util- 
ity commissioner, for permission to transfer 
their physical assets to the Portland General 
Electric Company. All three of these con- 
cerns are subsidiaries of the Portland Electric 
Power Company. 

Commissioner McColloch said the purpose 
of the petition was to operate the three elec- 
tric companies under one head and reduce op- 
erating costs. 


Pennsylvania 


lations with the American Telephone and Tele- 
graph Company contribute to Bell’s present 
high rate structure. The Bell Telephone Com- 
pany of Pennsylvania is a wholly owned sub- 
sidiary of the A. T. & T. 


Opens Phone Rate Drive 


4 e- state public service commission on No- 
vember 18th instituted the most far-reach- 
ing single rate reduction case in its history 
when it summoned officials of the Bell Tele- 
phone Company of Pennsylvania to an in- 
formal conference on November 24th, it was 
reported. The action, in preparation for 
months, was said to be in direct response to 
Governor Earle’s demand for a general cut in 
utility rates wherever circumstances warrant. 
A special report of the commission’s bureau 
of accountancy was understood to be the prin- 
cipal basis for the move against the telephone 
company on behalf of its 756,838 subscribers 
over the state. 

Richard J. Beamish, chief counsel for the 
state commission, revealed the commission 
would seek to determine the extent to which 
“swollen executive salaries” and financial re- 


Reports on Complaints 


URING the past two years, the state public 

service commission, in its biennial report 
made public last month, said it received 6,092 
letters, each of which was treated as an in- 
formal complaint against some utility. The 
complaints were against gas and electric and 
telephone companies, alleging unfair rates, 
against railroads and railways, contending that 
there had been unfair discrimination. 

The commission investigated the matters 
complained of and made many adjustments 
without listing the cases formally for hearing. 
If there was no possibility of agreement be- 
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tween the complainants and the utilities, some 
of the cases were taken up in the formal way. 
Of the total number of these informal com- 
plaints made during the 2-year period, 1,952 
were directed against electric light and power 
companies, 526 against water companies, 
against telephone and telegraph companies, 128 
against natural gas companies, and 55 against 
manufactured gas companies. Among the 
common carriers, 2,958 complaints were direct- 
ed against those engaged in motor transporta- 
tion, 37 against electric railways, and 118 
against steam railroads. The remainder in- 
cluded 18 against steam heat companies and 15 
miscellaneous. 


Commission Ripper Bill 


be ager Earle revealed last month that 
he had begun an investigation into the 
record of the state public service commission. 
He said whether or not he will recommend the 
legislature rip out the commission depended 
upon the outcome of the inquiry. He stated: 

“If I find it is possible to get a square deal 
for the consuming public from the commission, 
its members will not be disturbed. No public 
official who has been honest and efficient in 
his duties in the interest of the public need 
fear removal. On the other hand, if after care- 
ful study I find the commission has been de- 
linquent in protecting the consuming public, I 
will recommend that it be replaced, probably 
by a fair rate board.” 

It was believed in some quarters that while 
the public service company law may 
strengthened through amendment, there would 
be no ripper provisions enacted. A number 
of legislative reforms, affecting utilities, were 
reported to have been recommended to Gov- 
ernor Earle by the counsel for the commis- 
sion, Richard J. Beamish, some of which failed 
to gain approval at the last session of the legis- 


lature. The suggested amendments included: 
(1) commission authority to fix rates under 
sliding-scale agreements; (2) commission ay- 
thority over “downstream” loans. and other in- 
tercorporate financing; (3) commission au- 
thority to fix temporary rates and decree repa- 
rations for overcharges; (4) commission au- 
thority over contract carriers; (5) stricter 
utility security regulation; (6) stricter nat- 
ural gas regulation; (7) commission authority 
over the dissolution of utility corporations. 


Seek Rural Power Study 


sTupY of statewide rural electrification 

programs now underway in Ohio and In- 
diana, with the possibility of undertaking such 
a development in Pennsylvania, was advocated 
last month by the Pennsylvania Farm Bureau 
Federation at the second annual meeting of the 
federation in the city of Harrisburg, it is 


eported. 

The 300 federation members, who are joined 
in a cooperative agricultural movement, by 
resolution “advised” their board of. directors 
to investigate the rural electrification pro- 
grams in Ohio and Indiana and empowered 
the board to “decide promptly the feasibility” 
of developing a similar program in Pennsyl- 
vania, Speedy action was urged in the resolu- 
tion because members feared that unless a co- 
6perative organization on the plan were 
formed “Pennsylvania’ farmers will lose 
ground already gained along this line and will 
never be able to take advantage of the op- 
portunity to obtain electric current now made 
possible through the Federal plan.” 

The federation has found that only 26 per 
cent of the farms of Pennsvivania are now 
supplied with electricity and urged establish- 
ment of a program in the state because “power 
and light are becoming essential to every suc- 
cessful farm and every happy family.” 


Rhode Island 


To Revive Bill 


EMOCRATIC organization leaders in the 
Rhode Island legislature, which was ex- 
pected to be called into session on December 


lst, were reported preparing to revive a bill, 
beaten at the last session, that would give 
municipalities of the state of Rhode Island 
the authority to construct and operate power 
systems. 


South Carolina 


Rural Sections Assured Power 


FS ypenesngrmnenid of agreements by two large 
power companies to furnish electricity to 
public lines last month assured energy for 
state rural electrification projects over most 


of South Carolina. The state public service 
commission announced that the Broad River 
Power Company of Columbia and the South 
Carolina Power Company of Charleston had 
signed contracts to supply electricity to lines 
in their territories. 
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The Duke Power Company of Charlotte 
approved the first voluntary agreement of the 
kind recently. J. T. Dukett, director of the 
rural electrification staff, said the authority 
was negotiating with the Carolina Power and 
Light Company of Raleigh for electricity for 
the Pee Dee, the only area not yet assured it. 

Walter C. Herbert, assistant director of the 
public service commission’s utilities division, 
said the Broad River Power Company had 
agreed to supply electricity at a rate of 1.45 
cents net or 1.60 cents gross a kilowatt hour. 
He described the rate as similar to the Duke 
schedule, except that it carried a minimum 
charge of $10 a month on each line connection 
compared with $20 for Duke. 

The South Carolina Power Company rate, 
while apparently higher, was said by experts 
to “compare favorably with the others if the 
state authority gets a good load factor, that 
is, a good number and diversity of customers 
to each mile of line.” The Charleston firm’s 
rate amounted to 4.17 cents gross or 3.75 cents 
net per kilowatt hour for the first 100 kilowatt 
hours a month per mile of single phase line, 
with 1.11 cents gross or one cent net per kilo- 
watt hour for each unit in excess of 100 kilo- 
watt hours. Its monthly minimum charge was 


put at $1.67 gross or $1.50 net for each kilo- 
watt hour of demand, with the electrification 
authority furnishing the meters. 

The voluntary agreements were reached 
after most of the larger companies began 
court action against a flat rate promulgated 
by the public service commission at the in- 
stance of the Rural Electrification Authority. 


Highway Lines Proper 


HE state supreme court last month ruled 

the state rural electrification authority 
may use highways’ rights of way to erect lines 
without further payment in a case involving 
Richland county. Associate Justice E. L. 
Fishburne upheld an order of Circuit Judge 
G. Duncan Bellinger in a brief opinion in the 
case of D. J. Lay, appellant, versus the au- 
thority. 

Judge Bellinger refused. to enjoin the au- 
thority from building a line. He held that the 
traffic use and development of highway rights 
of way already had reached beyond the origi- 
nal conception and that the construction of 
public power lines on them under a legislative 
act did not call for special payments. 


Tennessee 


Continues Franchise Case 


HE state railroad and public utilities com- 

mission on November 19th denied a mo- 
tion for dismissal of the Knoxville natural gas 
case. The motion was made by Hal Clements, 
counsel for coal interests opposing the natural 
gas plan, and was joined in by Sam Young, 
H. B. Lindsay, and Thad Cox, attorneys for 
the Knox Gas Company, which now distributes 
artificial gas in Knoxville. 

Clements entered the motion after Mitchell 
Long, of counsel for interests seeking the com- 
mission’s approval of the natural gas franchise 
granted recently by the Knoxville city council, 
announced that he had completed his case ex- 
cept for evidence regarding financial resources 
of those sponsoring the undertaking. Long 
asked for conditional approval of the franchise. 

Chairman Porter Dunlap said no final deci- 
sion would be made until the commission re- 
ceives testimony regarding financial resources 
of the project’s backers. Identity of those 
counted on to finance the undertaking had not 
heen disclosed. 


Buy Power Station Sites 


HE city of Memphis and the Tennessee 
Valley Authority on November 20th pur- 
chased land on which substations are to be 
erected for the bringing of TVA power to 


Memphis for municipal distribution. The land 
will be the site of the south gateway TVA 
substation. The city purchased nine acres of 
land for $7,000 while the TVA paid $6,440 for 
adjoining property. The city will build a 
$290,000 substation for receiving TVA power 
from Muscle Shoals. TVA will build a simi- 
lar substation on its property at an approxi- 
mate cost of $300,000. 

The authority has under construction part of 
its steel power line into Memphis. This line 
will come into the south gateway from which 
point it will be distributed to Memphians by 
the city. The Memphis Power and Light Com- 
pany recently sought injunctions to prohibit 
the city from proceeding under a 20-year con- 
tract with TVA officials, and from obtaining 
a PWA grant for use in the construction of 
the municipal system. The injunctions were 
denied by chancery court at Memphis and an 
appeal is pending before the state supreme 
court. 


TVA Conference Called 


A’ organization of municipalities which are 
prospective Tennessee Valley Authority 
customers was expected to be formed at a 
conference scheduled to be held at Chat- 
tanooga on December 2nd, Colonel Harold C. 
Fiske, chairman of the Chattanooga Electric 
Power Board, stated last month. More than 
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150 cities and towns were invited to send rep- 
resentatives to the conference. 

The purpose of such an organization, Colonel 
Fiske declared, would be to “protect consumer 


interests.” He said it was their ambition to 
work for the best possible solution of the 
problems confronting the valley municipalities 
and avoid partisanship. 


Texas 


Study Red River Dam 


Bp see R. Tate and John B. Fitch of the 
‘A Federal Power Commission were reported 
to have arrived in Denison last month to study 
the feasibility of constructing a $36,000,000 
hydroelectric and flood control dam on the 
Red river. 

Tate, chief of the power resources and 
requirements division, said their studies 
would be coérdinated with those of army 
engineers who have been engaged in a gen- 


eral survey of the river since early spring, 

The engineers were said to have done much 
work on a study of the power market which 
would be served by such a dam. It was under- 
stood the commission representatives would 
serve as consultants in completing vital fea- 
tures of the investigation. new policy re- 
quires the Federal Power Commission to ap- 
prove all Federal projects involving power 
generation. Denison, it was understood, was 
the first city to be assigned to the commission 
under the new policy. 


Virginia 


Codperatives Get Funds 


HE Rural Electrification Administration 

last month authorized $798,000 in addi- 
tional allotments to Virginia electrical codp- 
eratives. Among them is a loan of $110,000 
for a codperative being formed in Nottoway 
county and parts of Brunswick, Lunenburg, 
Dinwiddie, Amelia, and Prince Edward. The 
proposed system will consist of 120 miles of 
lines to serve about 600 customers, it was 
reported. 

The Craig-Botetourt Codperative, of New 
Castle, received an allotment of $180,000 for 
building about 143 miles of lines to serve 500 
rural customers in Craig and Botetourt coun- 
ties. If the codperative is unable to obtain a 
reasonable quotation for wholesale power, 
there is a provision for the construction of 
a Diesel power plant. 

The Shenandoah Valley Electric Coépera- 


tive, of Harrisonburg, was allotted an addi- 
tional $452,000 to its previous allotment of 
$125,000. A portion of this allotment has 
been reserved for the purpose of adding gen- 
erating capacity to the municipal plant at 
Harrisonburg. This addition will be operated 
and maintained by the city of Harrisonburg to 
supply energy for persons in the rural area 
alone. The complete project, for which $577,- 
000 has been allotted, will include 477 miles 
of lines to serve 2,228 rural customers in Au- 
gusta, Frederick, Rockingham, and Shenan. 
doah counties. 

The Bull Run Power Company, of Manas- 
sas, received an additional allotment of $56,000 
to a previously allotted $30,000. These funds 
will be used to add about fifty-four extensions 
to the present rural system of the company. 
There was also included provision for a 250 
kilowatt addition to the present power capac- 
ity of the company. 


i 
Washington 


building in order to get a volume rate, ac- 
cording to information brought out at a city 


Sets Hearing Date 


A HEARING by the state department of pub- 
lic works on a complaint against the 
Puget Sound Power and Light Company’s 
practice of allowing a special discount on 
rates to business establishments and apart- 
ment house operators was scheduled to be held 
at Seattle on December 17th. 

These discounts, also allowed by Seattle’s 
city light department, were said to be effect- 
ed by permitting owners of buildings to pool 
their power requirements for more than one 


council investigation early last year. Light- 
ing Superintendent J. D. Ross declared he was 
compelled to follow the practice of the power 
company so as to meet its competition and 
that he would discontinue the special discounts 
if the power company were required to aban- 
don them. 

The state department of public works has 
jurisdiction over rates charged by privately 
owned utilities, but not over those of the 
municipal systems. 
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The Latest Utility Rulings 





Telephone Company Has Right to Retain Ownership 
and Control of all Instruments 


cs PLAINT was made to the Oregon 
commissioner that the Pacific Tele- 
phone and Telegraph Company was the 
owner of several thousand so-called 
auxiliary sets which it refused to sell to 
its subscribers at any reasonable price ; 
that the company refused to furnish 
telephone service to any of its subscrib- 
ers who obtained and connected such 
auxiliary telephones to their trunk lines 
for their personal convenience ; and that 
the company required the payment of an 
exorbitant fee or rental for the auxiliary 
telephones which it furnished. The 
commissioner ruled in favor of the com- 
pany and against the complainant on all 
these points. 

The importance to good telephone 
service of complete company control and 
maintenance of instruments was em- 
phasized. The commissioner discussed 
the delicacy and complexity of the in- 
struments and the necessity of proper 
installation of equipment essential to the 
furnishing of adequate and safe service. 
It was said that impairment of service 
would surely result if subscribers, tech- 
nically uninformed, would attach tele- 
phone sets of unsuitable characteristics 
to the company’s trunk line. Moreover, 
a slight mistake in connecting wires to a 
subscriber’s station protector, which is a 
convenient place to connect an extension 
station, might subject a telephone user 
to a life hazard in case of accidents in- 
volving power and telephone wires. 

It could not be reasonably expected 
that maintenance of service such as is 
provided by the telephone company 
would be available in connection with 
telephone equipment belonging to the 
subscribers, said the commissioner. He 
continued : 


It appears plain from a consideration of 
the foregoing that unless one organization 


has the entire control and ownership of all 
the facilities necessary to the rendering of 
the service that general impairment, and in 
many instances, general breakdown of serv- 
ice would result. Manifestly, if thousands 
of subscribers were to connect equipment of 
many makes and with varying characteris- 
tics to the company’s trunk lines, or had 
various mechanics attach such equipment, 
the codrdinated plant essential to good tele- 
phone service could not be maintained. 


The commissioner sustained the rule 
relating to ownership’and use of instru- 
mentalities on subscriber’s premises, cit- 
ing rulings by other authorities on the 
same question. He pointed out that a 
telephone company is not under obliga- 
tion to connect its facilities to any pri- 
vate utility system, and that the utility 
has the right to choose the instrumental- 
ities necessary to render adequate serv- 
ice as required by statute. If private 
ownership of any part of the instru- 
mentalities were permitted, he said, the 
company would certainly to that extent 
lose control over the instrumentalities of 
service. Likewise, the commissioner 
would lose regulatory control and juris- 
diction over that portion of the telephone 
service carried over the privately owned 
facilities. 

The evidence did not, in the opinion 
of the commissioner, justify the claim 
that rates for rental of instruments were 
excessive. He said concerning the ques- 
tion of rates: 


In the opinion of the commissioner no im- 
portant relationship appears between the 
cost of instrumentalities on the subscribers’ 
premises and the rates for service rendered 
over the instrumentalities. Identical instru- 
ments may be used on one-party business 
and one-party residence service while the 
rates for business service may be more than 
double the rates for residential service. 

Telephone rates in general are designed 
to produce a total revenue which after de- 
ducting operating expenses, depreciation, 
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and taxes will provide a fair rate of return 
on the fair value. . . . The required rev- 
enue is spread equitably among the various 
classes of service giving consideration to 
the usage and value to the subscriber, and 
with the objective of encouraging telephone 
development. The rate for a particular 
service is not designed primarily on the 


basis of the cost of rendering that particular 
service, ... 


Re Discontinuing Rental or Service 
Charges on Auxiliary Telephones (U- 
F-709, P. U. C. Oregon Order No. 
3755). 


e 


Inequality in Telephone Rates Eliminated 
by Rate Reduction 


N application by the Wisconsin Tele- 
phone Company for authority to 
increase from $1.75 to $2 the monthly 
rate for rural telephone service at one of 
its exchanges was denied on the ground 
that the company had not sustained the 
burden of proof to show that the higher 
rate was reasonable. The commission 
instead ordered a reduction of all rates 
to the lower figure. 

The discrepancy in rates resulted 
when the company in 1929 acquired the 
telephone property and plant of the Jef- 
ferson Mutual Telephone Company. It 
continued to charge the lower rates to 
the customers thus acquired. The com- 
mission declared that the inequality of 
rates was discriminatory and must be 
eliminated and said that the question im- 
mediately arose as to which level of 
rates should be established to cure the 


e 


discrimination. Either the new sub- 
scribers paying $2 a month must be re- 
duced to the level of the old subscribers 
paying $1.75 a month or the rates of the 
old subscribers must be raised. 

The commission in its statewide in- 
vestigation of the company had deter- 
mined that earnings at this exchange 
were in excess of a fair return on a fair 
rate base. An appeal had been taken to 
the courts from this order. The com- 
mission declared that it could not make 
a finding that the $2 rate was reasonable 
without flying in the face of its contrary 
finding as to the general level of the 
company’s rates. The lower rate pre- 
viously placed on file as reasonable, it 
was said, was presumed to be reasonable 
until the commission made a determina- 
tion to the contrary. Re Wisconsin 
Telephone Co. (2—U-1020). 


Reproduction Cost Must Be in Harmony 
with Actual Conditions 


we Oregon commissioner, in deter- 
mining the value of telephone prop- 
erty, rejected a reproduction cost figure 
for a toll line constructed in the years 
1927-1929 by a contractor, where the 
cost was approximately $19,000 and the 
estimated reproduction cost nearly $30,- 


000. It was pointed out that in these 
years material prices and labor costs 
were higher than in 1934, the date of the 
reproduction cost estimate. The com- 
missioner said: 

The contractor who constructed the line 


still lives at or near Burns and is still en- 
gaged in the business of constructing tele- 


phone lines. The method used by the wit- 
nesses, at least in so far as construction of 
this particular toll line is concerned, is ex- 
pressly disapproved. It would seem to be 
better practice for an engineer, when the- 
oretically as well as actually constructing 
a property, to approach the problem in the 
method which will accomplish the least 
drain upon his theoretical employer’s capital. 
Under somewhat similar circumstances it 
has been said, “The well-managed modern 
utility invests its capital with rigid economy 
and at conservative costs. Why should not 
estimates of reproduction costs be made ac- 
cordingly?” (Re Barboursville W. & L. 
Co. [W. Va.] 2 W. V. P. S. C. 448). 


The commissioner also held that an 
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estimate of reproduction cost for “ex- 
change lines” was too low because the 
engineer had reconstructed with single- 
wrapped aerial cable instead of double- 
wrapped as actually existed in the plant. 

Going concern value was “considered 
and allowed in each item.” 

A claim for rights of way was dis- 
allowed on the ground that these rights 
had cost the company nothing and no 
proof was offered that they would cost 
anything if construction were com- 
menced today. 

An allowance was made for franchise, 
although no book entry appeared for 
that item and no proof was offered by the 


telephone company with respect thereto. 

The depreciation allowance was fixed 
at 4 per cent and the return at 6 per cent. 
The commissioner said that in this pe- 
riod of low interest rates a return of 
more than 6 per cent per annum, except 
in exceptional cases, does not seem jus- 
tified. The fact that low wages were 
being paid was taken into consideration 
and conclusions as to earnings were 
reached largely based upon the premise 
that wages and salaries paid to operating 
personnel would be increased. Re Cen- 
tral Oregon Telephone Co. (U-F-651, 
U-F-701, P. U. C. Oregon Order No. 
3822). 


e 


Territorial Agreements No Bar to Wholesale 
Service to Codperatives 


12 Wisconsin commission in sev- 
eral recent cases has fixed rates for 
service furnished by electric utility com- 
panies to cooperative organizations. 
Territorial agreements have been consid- 
ered no bar to the furnishing of such 
service. A case of this sort was that of 
the Northern States Power Company, 
which contended that to furnish service 
to another agency which would be serv- 
ing within the service area of a neigh- 
boring company with which the vendor 
had a territorial agreement would be in 
violation of the spirit, if not the letter, 
of such territorial agreement. The com- 
mission in answer said: 


While the commission appreciates the ne- 


cessity for such territorial agreements be- 
tween utilities in towns which are jointly 
served, we do not believe that they should 
be controlling in a situation such as this. 
The only competition involved is that re- 
garding the source of supply, and certainly 
if the purchaser owns the facilities necessary 
to connect to the lines of the vendor, no 
claim to an invasion of territorial rights cap 
be sustained. So far as furnishing service 
to a codperative serving in the same service 
area as the vendor utility is concerned, we 
do not believe that the utility’s failure to 
completely serve the area can be invoked as 
an impediment against serving another agen- 
cy which has been successful in soliciting 
members in the area. 


Wisconsin State Rural Electrification 
Coérdination Committee v. Northern 
States Power Co. (2-U-992). 


e 


Coéperative Organization Not a Public Utility 
Requiring Commission Certificate 


e be Carolina Power and Light Com- 
pany, through a decision by Judge 
Walter L. Small in Wake Superior 
Court, lost its suit to restrain rural elec- 
trical extensions by the Johnston Coun- 
ty Electric Membership Corporation in 
competition with the company. An ap- 
peal to the supreme court is expected. 
The clash between the power company 


and the Johnston Corporation involves 
the question of commission jurisdiction 
over the membership organization. The 
power company contends that it is a 
public utility subject to commission ju- 
risdiction and that it cannot extend its 
lines without obtaining a certificate of 
public convenience and necessity. Judge 
Small held that it is a political subdivi- 
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sion under control of the North Carolina 
Rural Electrification Authority and not 
a public utility subject to commission 
regulation. 

If this ruling is sustained by the high- 
er court, it will mean that power compa- 
nies will continue to be controlled by the 


state commission and will have the right 
to build rural lines in their territories 
while county codperatives will have the 
right to invade such territory with paral- 
lel lines. Carolina Power & Light Co. v, 
Johnston County Electric Membership 
Corporation. 


e 


Conditions Imposed on Approval of Sale 
in Excess of Original Cost 


CONTRACT was entered into between 

the owner of a telephone system in 
Oregon and another individual whereby 
all the telephone property, together with 
certain real estate, was to be sold for 
the sum of $45,000. The purchaser paid 
$6,000 in cash and gave a note for the 
balance of $39,000, secured by a mort- 
gage. Title was passed by appropriate 


instruments of conveyance without any 
approval by the commission. 

The parties then discovered that un- 
der a law enacted in 1933 no public util- 
ity could sell or mortgage property with- 
out commission approval and that any 


such transfer without the order of the 
commissioner would be void. Thereup- 
on application was made to the commis- 
sion for approval. 

The original cost of the property, as 
determined by the commissioner, was 
approximately $39,000. The commis- 
sioner ruled that the books of a utility 
should reflect original or historical cost 
and not a reproduction cost appraisal 
such as the parties submitted to support 
the proposed purchase price. Moreover, 
the commissioner was of the opinion 
that in the interest of a sound financial 
structure a utility’s indebtedness should 
ordinarily and except in very unusual 
circumstances not exceed as an extreme 
maximum 60 per cent of the depreciated 


original cost of the property. Approval 
of the sale was, therefore, granted on 
several conditions. 

These conditions were that book en- 
tries be made to reflect original cost; 
that the purchaser adopt the tariffs, 
rules, and regulations of the telephone 
company; that the seller turn over all 
books and records to the purchaser ; that 
a final annual report be filed; that in 
event of foreclosure proceedings under 
the mortgage, the commissioner be im- 
mediately notified; and that the pur- 
chaser file with the commissioner a writ- 
ten statement duly verified that he would 
not sell, assign, or pledge the note and 
mortgage without receiving the consent 
of the commissioner, until such time as 
the unpaid balance of the principal 
thereof had been reduced to $20,000 or 
less. The commissioner observed that 
the negotiable note and mortgage might 
eventually become the property of an 
innocent purchaser. He said also: 

The commissioner has not heretofore un- 
dertaken to regulate, control, or fix the price 
at which public utility property may be 
bought and sold, and does not intend to do 
so in this proceeding, but he clearly has au- 
thority to prevent a purchase price being 
arbitrarily substituted upon the books of the 
company for the true historical value. 


- Re Mitchell et al. (U-F-702, P. U. C. 


Oregon Order Nos. 3763, 3783). 


e 


Statute Rather than Referendum Question 
Governs Property to Be Acquired 


HE Wisconsin commission, after 
determining the value of property 
to be acquired by the city of Shullsburg, 


granted a rehearing at which the prin- 
cipal points urged were that by the vote 
upon the question submitted to the elec- 
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torate at the referendum election at 
which the city voted to acquire the prop- 
erty, the city determined to acquire all 
the property of the company within the 
limits of the city, and, secondly, a sub- 
station under all the evidence was part 
of the property subject to acquisition 
and which the city must acquire. 

The commission stated that it was 
unable to perceive how any construction 
of the question submitted to the voters 
on the ballot at the referendum election 
could have any bearing on the question 
of whether the substation property was 
subject to acquisition by the city. The 
commission had assumed that the refer- 
endum election and its result constituted 
a valid determination by the city to ex- 
ercise the right or option to purchase 
the property of the company, which 
right or option was a part of the terms 
and conditions of the indeterminate per- 
mit under which the company was op- 


e 


erating in the city. The commission 


continued : 


If that referendum and its result was valid 
for any purpose at all, it gave to the city 
of Shullsburg the right to acquire the par- 
ticular property designated by the statute 
as subject to acquisition under indeterminate 
permits; and accordingly the question of 
whether the substation is subject to acquisi- 
tion by the city of Shullsburg must be de- 
termined not by a construction of the city’s 
intention as evidenced by the question print- 
ed upon the ballot at the referendum elec- 
tion, but rather by a determination of wheth- 
er this substation property is part of the 
property which, by the terms of the statute, 
is subject to acquisition by the city. 


The commission also made a deter- 
mination as a fact that the substation 
was not part of the separate entity or 
entirety of property which pertained or 
belonged to the separate public utility 
operating under the indeterminate per- 
mit. Re City of Shullsburg (2-U- 
580.) 


Power to Order Local Service by 
Interstate Motor Carriers 


bie supreme court of Vermont re- 
versed a commission order for local 
service by an interstate motor carrier 
on the ground that hearsay evidence had 
been introduced, but the court sustained 
the power of the state and its commision 
to authorize such service notwithstand- 
ing the interstate character of the op- 
erator. 

The Bee Line, Inc., carried passengers 
from points in Vermont to points in 
Massachusetts paralleling the route of 
the Boston & Maine Railroad. This 
railroad and the Boston & Maine Trans- 
portation Company contested the juris- 
diction of the commission to order serv- 
ice between local points in Vermont on 
petition by trustees of a village, although 
the interstate carrier itself appeared and 
professed itself willing to render the in- 
trastate service. 

The court, after discussing the general 
question of burdening interstate busi- 
hess, pointed out that a state may re- 
quire an interstate carrier of passengers 


to obtain a license or certificate before 
engaging in intrastate business and may 
prohibit it from doing so until such li- 
cense or certificate has been obtained. 
Justice Moulton, speaking for the court, 
then said: 


If, therefore, a state may forbid an inter- 
state carrier to conduct such intrastate busi- 
ness, it may grant permission to it to do so. 
Whether an interstate carrier may be com- 
pelled, against its will, to render the serv- 
ice we need not consider, because in this 
proceeding the Bee Line has expressed its 
willingness to comply with the prayer of the 
petition, and by so doing has in effect joined 
in it. There is nothing in the record to 
show that the interstate transportation car- 
ried on by the Bee Line, or by the appellants, 
will be burdened by the carriage of intra- 
state passengers between the villages in 
question; no evidence having been intro- 
duced upon this point by any party. 


Discussing the question of hearsay 
evidence, Justice Moulton ruled that 
while it is true that the inquiry of the 
commission should not be too narrowly 
constrained by technical rules as to the 
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admissibility of proof, its discretion in 
the reception of evidence has limits. 
These limits, it was said, had been ex- 
ceeded when several witnesses were per- 
mitted to testify that in their opinion, 


based upon what they had heard people 
Say, it was the general desire in the local 
communities that local service should be 
rendered. Re Trustees of Westminster, 
187 Ail. 519. 


e 


Unused Tariff Governs Minimum Rate of 
Contract Motor Carrier 


FILED and approved rate for a par- 
ticular type of transportation serv- 
ice, according to a ruling by the Maine 
commission, becomes the minimum rate 
for a contract carrier who offers to do 
what the filed rate says the common 
carrier will do, irrespective of whether 
any common carrier ever does any serv- 
ice under that rate or not. 
This ruling was made in a case where 
a contract motor carrier desired to trans- 
port gasoline and oil in tank trucks. He 
asserted that his proposed service was 
not “substantially the same or similar 
service” as offered by any common car- 
rier and therefore did not come within a 
statutory requirement that the commis- 
sion prescribe minimum rates for con- 
tract carriers not less than the rates 
charged by common carriers with whom 
the contract carriers compete, provided 
the matter covers substantially the same 
or similar service. The commission ex- 


e 


plained its view in the following words: 


There is a rate on file setting the charges 
for common carriers of gasoline and oil in 
tank trucks. The reasons may be numerous 
as to why the common carriers are not doing 
any business under that rate. But as we in- 
terpret the law, whether they do much, little, 
or none at all does not alter the legal con- 
clusion, which is that as long as there is a 
filed rate, approved by this commission, in 
existence, under which common carriers by 
truck offer to transport merchandise for 
hire, it does not avail a contract carrier to 
claim because as a matter of fact no service 
is being rendered he is not performing the 
same or similar service if he does render it. 


It was said that the carrier, be he con- 
tract or common, is not remediless, but 
if the rate be too high, on proper show- 
ing it may be reduced, and if common 
carriers will not perform the service and 
do not desire to keep the rate in effect, 
it may be abrogated in toto or divided 
into various subdivisions. Re Blaisdell 
(Docket X. No. 235). 


Other Important Rulings 


HE Wisconsin commission, in au- 

thorizing an electric extension by a 
public utility company over the objection 
of a codperative organization which as- 
serted that contracts with prospective 
users had been obtained by misrepresen- 
tation, said that it appeared to the com- 
mission that the legal validitv of the con- 
tracts of the prospective customers with 
the company was a matter for deter- 
mination by a court, and the commis- 
sion must, until such a determination is 
made, assume them to be bona fide. Re 
Northern States Power Co. (CA-235). 


‘Nore.—The cases above referred to, where decided by courts or 


The Illinois Supreme Court sustained 
a commission order directing a railroad 
company to construct a stairway from a 
street level to a yard master’s office for 
the safety of employees, notwithstand- 
ing a contention that such regulations 
were for the benefit of a small group of 
employees rather than for the general 
public whose interests are the objective 
of the public utility regulatory’ laws. 
Chicago, Burlington & Quincy Railroad 
Co. v. Commerce Commission ex rel. 
Brotherhood of Railroad Trainmen, 4 
N. E. (2d) 96. 


tory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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RE PITTSFIELD ELECTRIC COMPANY 


MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Pittsfield Electric Company 


[D. ©. U. SSL] 


Security issues, § 89 — Amount — Indebtedness for additions — Effect of retire- 
ments — Charges to depreciation reserve. 

A public utility corporation which has made additions to its plant and 
issued notes to provide funds therefor should be permitted to issue stock 
to retire the notes, if after charging total retirements to a depreciation 
reserve created out of earnings and invested in betterments and additions 
(resulting in a greater investment than is required to sustain the outstand- 
ing capital), the reserve remains adequate—notwithstanding the fact that 
the net increase in plant, because of retirements, is less than the amount 
of the notes. 


(Murray, Chairman, dissents.) 


[October 14, 1936.] 


| peryiaemnd for rehearing of petition for approval of an issue 
of additional common stock; prior order amended to author- 
ize stock issue in larger amount than previously permitted. 


@ By the DEPARTMENT: This is a 
@ petition for a rehearing of the petition 
of the Pittsfield Electric Company for 
an issue of additional common stock 
ma of the par value of $500,000. 

On July 6, 1936, the Department 
authorized the issue by the company 
of 3,000 shares at the price of $125 a 
share. In arriving at its decision the 
Commission found that in the period 
mirom December 31, 1932, to March 
31, 1936, the gross additions to the 
company’s plant investment amounted 
to $841,444.62, and that during this 
period there had been retirements to 
the amount of $553,929.56, making a 
net increase in the plant investment of 
$287,515.06. It now appears that the 
total of the retirements, $553,929.56, 
was charged to the reserve for depre- 
tiation and that reserve was decreased 


441 


by that amount. Notwithstanding 
this charge to the depreciation reserve, 
the reserve amounted to $1,124,142.45 
on March 31, 1936, or 234 per cent of 
the depreciable property. 

Under these circumstances we see 
no reason why the company should 
not be allowed to issue stock sufficient 
to provide funds to pay the notes out- 
standing, which were issued to provide 
funds to make the additions and im- 
provements. The reserve for depre- 
ciation was created out of earnings to 
provide for retirements and was in- 
vested in betterments and additions, 
resulting in a greater investment than 
was required to sustain the asset value 
of the outstanding capital. Where, as 
in the present instance, the deprecia- 
tion reserve remains adequate after 
providing for the retirements, there 
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appears to be no reason why the com- 
pany should also be required to pay 
toward the cost of additions and im- 
provements an amount equal to such 
retirements from earnings. When the 
retirements are charged to the depre- 
ciation reserve the effect is to transfer 
property equal to the amount of re- 
tirements from the depreciation re- 
serve to the property represented by 
the capital. If, in these circumstances, 
the company is authorized to issue 
stock sufficient only to provide funds 
equal to the difference between the ad- 
ditions and retirements, it forces the 
company to apply earnings of double 
the amount of the retirements to re- 
place such retirements and thus, in ef- 
fect, requires the ratepayers to pay 
twice the amount necessary to meet 
impairments in the stockholders’ in- 
vestment caused by retirements. The 
issue of 4,160 shares at $125 a share 
will provide $520,000, which is the 
amount of notes outstanding that have 
been incurred because of the additions 
and improvements to the plant, and 
we think the company should be per- 
mitted to issue this amount of stock. 

Accordingly, it is 

Ordered, that the order of the De- 
partment of July 6, 1936, be amended 
by substituting therefor the following: 

Ordered, that the Department here- 
by approves of the issue by the Pitts- 
field Electric Company, in conformity 
with all the provisions of law relating 
thereto, at the price of $125 a share, 
as fixed by the Department, of 4,160 
shares of additional capital stock of 
the par value of $100 each, the pro- 
ceeds thereof to be applied solely to 
the payment and cancellation of ob- 
ligations of the company represented 
by its promissory notes outstanding 


15 P.U.R.(N.S.) 


March 31, 1936, of the face value o 
$520,000, and the balance; if any, ta 
be applied solely to expenditures fog 
additions, extensions, and improve 
ments to the plant and property of the 
company made since March 31, 1936 
which are properly capitalizable. 

And if any shares shall remain un 
subscribed for by the stockholders en 
titled to take them under the provi 
sions of law relating thereto, it is fur 
ther 

Ordered and determined by the De 
partment that all such shares shall be 
offered for sale at public auction at 
some suitable place in the city of Bos 
ton and that notice of the time and 
place of such sale shall be published in 
the Boston Post, a newspaper pub- 
lished in the city of Boston, the 
Springfield Republican, a newspaper 
published in the city of Springfield, 
and in the Berkshire Evening Eagle, 
a newspaper published in the city of 
Pittsfield. 


Murray, Chairman, dissenting: I 
cannot agree with my associates. 

The Department, on July 6, 1936, 
upon the petition of the Pittsfield Elec- 
tric Company, authorized the issue of 
3,000 shares at $125 each to aggregate 
$375,000, the proceeds to be used to 
retire notes of $365,918.45 and the 
balance to be applied to expenditures 
for additions to the plant and property 
of the company subsequent to March 
31, 1936. 

The net increase in the plant invest- 
ment accounts for the period from De- 
cember 31, 1932, to March 31, 1936, 
was found to be $365,918.45, includ- 
ing unfinished construction. 

The amount of notes outstanding as 


442 





RE PITTSFIELD ELECTRIC COMPANY 


of March 31, 
$520,000. 

The company asks that the number 
of shares authorized to be issued be in- 
creased so that the amount of money 
received from the sale be approximate- 
ly the total amount of its outstanding 
notes of $520,000. 

I believe that the Department should 
not depart from its usual method in 
this instance and allow capital for a 
greater amount than the net increase 
in the company’s plant investment, 
plus unfinished construction, as such 
departure might establish a precedent 
which might cause other companies, 
not financially stable, to demand simi- 
lar consideration. 

The depreciation reserve is built up 
by charges to operating expenses. 
That is the same as saying the custom- 


1936, amounted to 


er contributes such charges in the rates 
paid in order to take care of prop- 
erty worn out in supplying him with 
electricity. 

When such becomes the case arid 
property is worn out and retired, the 
plant investment is decreased and a 
like sum charged off against the depre- 
ciation reserve. 

Whenever the plant investment is 
credited (reduced) by property worn 
out and retired, an equal reduction in 
the assets which back up the existing 
capital stock occurs, and such reduc- 
tion should be offset by new additions 
or betterments of an amount equal to 
the value of the property retired before 
any additional securities may be is- 
sued. Then additional securities may 
be issued against that amount of plant 
which represents the net additions. 
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Ohio Bell Telephone Company 


Public Utilities Commission of Ohio 


[Nos. 24694, 24695, 25023, 25065.] 
(— Ohio St. —, 3 N. E. (2d) 475.) 


Appeal and review, § 52 — Commission decision — Valuation. 
1. The court cannot properly hold that valuation findings of the Commission 
are against the weight of the evidence when a voluminous record discloses 
a sharp conflict of competent evidence on the disputed items relating to 
valuation of right of way, land, buildings, central office equipment, distribut- 
ing system, undistributed construction costs, going concern value, and con- 
struction work in progress; and certainly the court is at least in no better 
position than the Commission to appraise the value of the conflicting tes- 


timony, p. 469. 


Valuation, § 224 — Construction work in progress. 
2. Denial of an allowance for construction work in progress, in determining 
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value for rate making, is not erroneous when allowance is made for inte 
during construction and for capital so invested as soon as the new con 
struction comes into use, provision also being made for capitalization o 
materials used in construction and inventories on hand, p. 469. 


Appeal and review, § 78 — Record below — Errors in valuation. 
3. A contention on appeal from a Commission valuation finding that no con 
sideration was given to cost of property and cost of reproduction of prop 
erty cannot be sustained when there is nothing in the record to show tha’ 
the evidence on these points was not considered along with the othe 
evidence in the case relating to cost in determining the rate base, p. 470. 


Evidence, § 9 — Judicial notice — Price trend. 
4. The Commission in valuing property for rate making may take judicia 
notice of price trends, p. 470. 


Expenses, § 87 — Payment to parent telephone company — License contract. 
5. The action of the Commission in disallowing as an operating expens¢ 
of a telephone company a part of the payment under a license contra 
to a parent company was sustained on appeal in view of the uncertai 
and indefinite character of the proof as to cost to the parent company and 
in view of the inclusion in the payment of costs not shown to benefi 
the company under investigation, such as certain services in developmen 
and research, information, personnel, public relations, treasurers, comp 
trollers, secretaries, administration and general service, operations, depre 
ciation of telephone instruments, and contingent liability for patent in 
fringement, p. 472. 


Expenses, § 87 — Payments to parent telephone company — Proof. 
‘6. The Commission is not bound to accept fully and unconditionally the 
statements of a telephone company as to the amount claimed to have bee 
paid to a parent company for services, nor is it concluded thereby as ta 
the reasonableness or propriety of such service, nor is it bound to regard 
the amount paid as the true value of such service to the telephone company 
p. 472. 

Appeal and review, § 42 — Commission decisions — Payments to parent company 
7. Commission findings and conclusions upon the reasonableness of pay 
ments to a parent company for services will not be disturbed unless show 


to be manifestly against the weight of the evidence or in contravention of 
law, p. 472. 


Expenses, § 87 — Payments to parent company — Contingent liability for pate 
infringement. 

8. No justification was found for a specific allowance for contingent liabilit 
for patent infringements, in determining the reasonableness of payments to 
a parent company under a license contract, where it did not appear that 
there had been any actual loss to the parent company in the way of loss 
or damage because of patent infringements of apparatus used by the tele 
phone company under investigation, the mere possibility being too remot 
and speculative to warrant a charge against the telephone user, p. 472. 


Depreciation, § 27 — Annual allowance — Effect of maintenance. 
9. The amount necessary for depreciation expense should be correspond- 
ingly less when proportionately large amounts are expended in maintaining 
a plant of a public utility in a high state of efficiency and good condition, 
p. 475 
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jepreciation, § 77 — Telephone company. 
10. A composite rate of 4 per cent for depreciation determined by the 
Commission in fixing telephone rates was sustained by the court, p. 475. 

epreciation, § 26 — Annual allowance — Past accruals — Retirement losses. 
11. A determination of depreciation allowance based on a computation of 
what the company’s initial reserve for depreciation should have been at the 
time of a merger, considering annual charges for depreciation expense and 
net charges to reserve for depreciation, was sustained although less than 
the amount claimed by the company on the basis of actual retirement losses, 
where there was substantial support for the findings and order of the 
Commission, p. 475. 

Return, § 35 — Reasonableness — Economic depression. 
12. A rate of return deemed reasonable under generally prevailing normal 
economic conditions may be excessive in a period of economic depression, 
p. 479. 

tyidence, § 9 — Judicial notice — Economic depression. 
13. The court takes judicial notice of a general economic depression, p. 
479. 

Return, § 113 — Telephone company. 
14. The rate of return allowed a telephone company was held not to be 
inadequate and confiscatory, in the light of the economic conditions existing 
during the periods involved, where rates allowed were as follows: 7 per 
cent for the years 1925 to 1929 inclusive; 65 per cent for each of the 
years 1930 and 1931; and 54 per cent for each of the years 1932 and 1933, 


p. 479. 
[July 22, 1936.] 


| gine of Commission order reducing telephone rates; 
order affirmed. For Commission decision see 2 P.U.R. 
(N.S.) 113. 
¥ 


Plaintiff in error, the Ohio Bell Tele- 

hone Company, has filed in this court 
ktitions in error in causes numbered 
4694, 24695, 25023, and 25065, 
wherein the company seeks to reverse 
ie findings and orders of the Public 
Itilities Commission of Ohio entered 
q January 16, March 1, July 5, July 
,and September 6, 1934. For the 
mirposes of convenience in the consid- 
ration of these causes by this court, 
il of them have been consolidated in- 
) this cause. 

Throughout this statement and 
pinion the plaintiff in error, the Ohio 
Bell Telephone Company, will be re- 
ktred to as “the company,” and the 
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defendant in error, the Public Utilities 
Commission of Ohio, will be referred 
to as “the Commission.” 

The Commission’s order of January 
16, 1934 (2 P.U.R.(N.S.) 113) cor- 
rected by its order of March 1, 1934, 
fixed a final valuation of the intrastate 
property of the company at $93,707,- 
488 as of June 30, 1925, the “date cer- 
tain.” The value for each succeeding 
year to and including 1933 was also 
fixed by the Commission. The order 
also required the company to refund 
to its patrons in the state of Ohio the 
sum of $13,289,172, which amount 
the Commission found to be the excess 
earnings of the company’s entire intra- 
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state operations for the years 1925 to 
1932, inclusive, and further directed 
the company to file a schedule of re- 
duced rates effective as of June 30, 
1925, and thereafter until changed by 
order of the Commission. 

Thereafter the Commission made 
two reductions in the amount of the 
refunds as originally ordered. The 
first reduction of $1,121,494 was 
made in the order of July 5, 1934, for 
the reason that a part of the excess 
earnings found by the Commission to 
have been collected by the company 
were referable to rates not collected 
under bond, and under the laws of 
Ohio could probably not be ordered 
refunded. The second reduction in 
the sum of $355,414 was made in the 
Commission’s order of September 6, 
1934, to correct an error. The amount 
of the refunds was finally fixed by the 
Commission in its order of September 
6, 1934, at $11,832,264, with interest. 

In its order of July 9, 1934, the 
Commission required the company to 
show cause why its future rates should 
not be reduced. 

The proceedings presented for re- 
view arise out of the action of the 
Commission in what has come to be 
known as the statewide case of the 
Ohio Bell Telephone Company, being 
properly so designated because it in- 
volved an inquiry into the value of the 
property and rates of that company 
for both exchange and toll service 
throughout the state of Ohio. 

Prior to the year 1914, Bell System 
service in Ohio was limited to the por- 
tions of the state served by the Cleve- 
land Telephone Company, the Central 
Union Telephone Company, the Cen- 
tral District Printing & Telegraph 
Company, and the Cincinnati & Sub- 
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urban Bell Telephone Company ( 
latter still operating as a separate con 
pany). At the same time and opera 
ing independently in the same terr 
tory in many localities were other tel 
phone companies. 

In July, 1914, a number of comps 
nies of the kind last referred to we 
consolidated under the name of t 
Ohio State Telephone Company, | 
December, 1920, the Cleveland Tel 


Company. In September, 1921, t 
Ohio Bell Telephone Company and 
Ohio State Telephone Company we 
consolidated as the Ohio Bell Tele 
phone Company, and that compan 
thereafter purchased additional tele 
phone properties. Even after thes 
extensive consolidations there re 
mained more than 450 other inde 
pendent telephone companies operat 
ing in the state. 

As soon as the Ohio Bell Telepho 
Company (consolidated) was ready t 
unify the service in communities ha 
ing a dual service, it filed with t 
Commission an application to dete 
mine the rates chargeable for suc 
unified service. In the case of some 0 
the exchanges the municipalities co 
cerned contested the proposed rate 
and a hearing was instituted. Subse 
quently, following the 1923 amend 
ment of § 614-20 of the General Cod 
of Ohio (110 Ohio Laws, 366), th 
company filed new rate schedules fo 
many of its exchanges ; some of whi 
were protested by the municipalitie 
concerned and were collected unde 
bond, after the end of the statuto 
period of suspension. This was tru 
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ko with respect to the company’s new 
edule of toll rates for its toll service 
youghout the entire state. 
As a result, many extensive hear- 
gs were had by the Commission, and 
the two years prior to October, 
24, several thousand pages of testi- 
my were taken and an even greater 
mber of pages of exhibits offered in 
idence. 
On October 14, 1924, the Commis- 
n, having found that many issues 
ere common to all of the then pend- 
y Bell cases, both toll and exchange, 
dered that they be consolidated and 
st the examination into the rates 
weed as a single statewide case in- 
ving all the rates and services, ex- 
knge and toll, of the Ohio Bell Tele- 
one Company, including those then 
der investigation, and that the evi- 
mee theretofore introduced, in the 
eral separate cases, be considered 
made a part of the record in the 
msolidated cases. 
This order concluded as follows: 
“Ordered, that, on or before De- 
ber 1, 1924, said the Ohio Bell 
lephone Company furnish to this 
mmission and file in this cause, as 
part of the evidence therein, a com- 
fe inventory of all of its property 
ated in the state of Ohio and used 
useful and to be used and useful, 
the furnishing of telephone service 
rein, both toll and exchange, classi- 
according to the classification 
opted and prescribed by this Com- 
sion and the Interstate Commerce 
mmission for telephone companies, 
ithat, upon the filing of such inven- 
y, this consolidated case proceed to 
hearing for the determination of the 
it value of said property and of the 
stand reasonable rates for the serv- 
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ice thereby to be furnished by said 
company to its patrons throughout the 
state of Ohio.” 

By this order, forty-three separate 
cases then pending, the majority of 
which were for increased rates, were 
consolidated into the statewide case. 

Since the order of consolidation the 
company has made additional filings 
of exchange rates. Some were pro- 
tested and are now collected under 
bond. 

The company filed and offered in 
evidence an inventory and appraisal 
of its entire property. 

In February, 1927, the case was 
submitted to the Commission for the 
fixing of a tentative value, but, before 
this valuation was announced, the then 
attorney general requested that the 
case be reopened and further valua- 
tion testimony taken. 

Following that date much time was 
consumed in taking testimony on be- 
half of the state, with rebuttal evi- 
dence on behalf of the company, and 
in April of 1930 the case was again 
submitted to the Commission for its 
finding on tentative value. This tenta- 
tive valuation finding was issued on 
January 10, 1931 (P.U.R.1931B, 46, 
60) and in such finding the Commis- 
sion found the present value of the 
total property of the company as of 
June 30, 1925, to be $104,282,735. 

On February 7 and February 9, 
1931, protests to this finding were filed 
on behalf of the company and the 
state, respectively. Hearings on the 
protests were held on March 3 and 4, 
1931. At that time counsel for the 
company was preparing exhibits to 
show Western Electric profits, cost 
of license contract services rendered 
by the American Telephone and Tele- 
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graph Company, and separation of 
plant, revenues, and expenses, as be- 
tween interstate and intrastate usage 
in accordance with the interpretation 
which counsel placed upon the decision 
of the Supreme Court of the United 
States in the case of Smith v. Illinois 
Bell Teleph. Co. (1930) 282 U. S. 
133, 75 L. ed. 255, P.U.R.1931A, 1, 
51 S. Ct. 65. 

On April 15, 1931, hearings were 
resumed for the presentation of this 
testimony proffered by the company. 

On June 17 and 18, 1931, during 
the cross-examination of Charles A. 
Heiss, comptroller of American Tele- 
phone and Telegraph Company, and 
R. H. Gregory, comptroller of West- 
ern Electric, certain requests were 
made for detailed information under- 
lying their exhibits and testimony. In 
July of that year the company fur- 
nished certain data in accordance with 
its version of these requests. 

A hearing was had on September 
28, 1931, on the requests, and a few 
days later a revised list, dated October 
lst, was submitted. 

On December 5, 1931, the company 
filed a brief, styled “memorandum re- 
sponsive to state’s official request for 
information.” A reply to the compa- 
ny memorandum was filed with the 
Commission on December 28, 1931. 
The matter again came on for hearing 
on January 27, 1932. 

On April 22, 1932 (P.U.R.1932D, 
33) the Commission issued its order 
in regard to the requests, approving 
some, denying others, and directing 
the attorney general and the company 
to expedite the proceedings. 

The company continued to furnish 
data in compliance with this last or- 
der; the last being received on June 
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22, 1932. Practically all of the dats 
requested related to American Tele 
phone and Telegraph Company and 
Western Electric Company. 

During the entire year 1932, the 
Illinois case was going forward 
volumes of testimony and exhibits be 
ing introduced at hearings before 
Judge Wilkerson, as a result of the 
decision of the Supreme Court of the 
United States remanding that case to 
the statutory court for further find 
ings. This evidence so introduced ij 
the Illinois case related to the same 
general issues that were being present- 
ed to the Ohio Commission. 

Hearings were concluded and tha 
record closed early in the fall of 1932, 
and all of the issues thoroughly briefed 
by counsel on each side. Five days 
were allotted early in December fo 
oral argument before the full statutor 
court of three judges, at which time 
that case was submitted for decision. 

Subsequently it was found that the 
material furnished by the company i 
professed compliance with the request 
made in June, was inadequate and not 
responsive. 

A great deal of time would have 
been necessary to formally introduce 
the same or similar testimony into the 
record of this case, so, when hearing 
were resumed in this case on Decem 
ber 19, 1932, before the Commission 
a stipulation was worked out between 
counsel to file therein the testimon 
and exhibits in the Illinois case in so 
far as it related to the four issues 
namely, Western Electric profits 
American Telephone and Telegrap 
license contract service costs, separa 
tion of interstate and intrastate plant 
revenues and expenses, and rate of re 
turn. As a result of this stipulation 
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many days of hearing were saved. 
The stipulation provided, in substance, 
that the new record made in the II- 
inois case be incorporated in this rec- 
ord covering the testimony of certain 
specified witnesses and exhibits intro- 
duced through them, and it also pro- 
vided that all such evidence was intro- 
duced subject to the same objections 
made in the Illinois case. Certain ad- 
ditional exhibits relating to the Ohio 
company were introduced by stipula- 
tion; such exhibits having been pre- 
pared in the same manner as their cor- 
respondingly numbered exhibits in the 
Illinois case. The stipulation further 
provided for the introduction into this 
record of the requests made on behalf 
of the state, heretofore referred to, 
and the material furnished by the com- 
pany in response thereto. 

On December 29, 1932, the record 
in this case was closed on the introduc- 


tion of certain testimony and exhibits 
of company witnesses and E. W. 


Wood on behalf of the state. Subse- 
quently, under date of January 16, 
1934 (2 P.U.R.(N.S.) 113) the 
Commission madeand entered its final 
order in this case, fixing the value of 
the property of the Ohio Bell Tele- 
phone Company as of June 30, 1925, 
the date certain in this case, and for 
each of the years subsequent thereto, 
through the year 1932. Thereafter 
the Commission’s orders of March 1, 
July 5, July 9, and September 6, 1934, 
heretofore described, followed. 

The orders of the Commission pro- 
vide for refunds in forty-four Ohio 
municipalities to more than 500,000 
telephone subscribers. 

The petition in error of the Ohio 
Bell Telephone Company is in the 
words and figures following : 
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at 

“The Ohio Bell Telephone Compa- 
ny, plaintiff in error, is and has been 
continuously since the 20th day of 
September, 1921, a corporation duly 
organized under the laws of Ohio. 

“Continuously since said date plain- 
tiff in error has owned and operated a 
telephone system now consisting of 
one hundred and sixty-two local ex- 
changes serving various cities and 
towns in said state with more than 
530,000 connected subscribers sta- 
tions, and of toll lines, by means of 
which system plaintiff in error has 
been during all of said period and is 
now engaged in the business of trans- 
mitting to, from, through, and in said 
state telephonic messages, and has 
been and now is a public utility within 
the meaning of the General Code of 
Ohio. 

“The defendant in error, the Public 
Utilities Commission of Ohio, herein- 
after referred to as the ‘Commission,’ 
is now and has been continuously since 
1913 an administrative body created 
by the laws of the state of Ohio. 


“B 

“This proceeding in error is 
brought to obtain a reversal, upon the 
grounds hereinafter stated, of she 
findings and order of the Comn.is 
sion made and entered on September 
6, 1934, as well as the findings and or- 
ders of the Commission of January 
16, March 1, July 5 and 9, 1934, 
(heretofore complained of in Causes 
Nos. 24694, 24695, and 25023 upon 
the dockets of this court) in so far 
as said findings and orders form the 
basis for or are incorporated into said 
findings and order of September 6, 

1934. 
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“The order of September 6, 1934, 
is the latest of a series of orders en- 
tered by the Commission in Cause No. 
3307, which cause, inaugurated Octo- 
ber 14, 1924, upon the Commission’s 
own motion, is an investigation and 
inquiry to determine the fair value of 
the property of the Ohio Bell Tele- 
phone Company and to fix just and 
reasonable rates, rules, and regulations 
for its service. 

“The order of September 6, 1934, 
requires plaintiff in error to refund 
what the Commission found to be ex- 
cess charges for its exchange services 
rendered during the years 1925 to 
1932 inclusive, in the sum of $11,423,- 
137, and for its toll service for the 
years 1925 and 1926, the sum of 
$409,127, or a total of $11,832,264. 
The order fixes the amounts to be re- 
paid to the subscribers in each of 44 
exchange areas listed in Schedule A 
of said order and in the toll system 
and requires such repayment to be 
made within ninety days. 


a 


“A brief history of the proceedings 
before and the findings and orders en- 
tered by the Commission, in so far as 
essential to the questions presented by 
this petition in error, is as follows: 


“1. Prior to October 14, 1924, 
plaintiff in error or its predecessor had 
filed with the Commission pursuant to 
the provisions of the Robinson and 
Pence laws, respectively (108 Ohio 
Laws 1094 and 110 Ohio Laws 366), 
a number of separate schedules of in- 
creased rates for certain classes of its 
service in separate exchanges, and a 
schedule of increased rates for parts 
of its toll service. In some instances 
protests had been filed against such 
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schedules as provided in said Robinso 

and Pence laws, and each such protes 

had been made the subject of a sepa 

rate case on the docket of the Com 

mission. In each such separate cas¢ 
the Commission had suspended the ef 
fective date of the schedule and had 
entered upon a hearing concerning the 
fair value of plaintiff in error’s prop 
erty in such exchange and the pro 
priety of such rates, and thereafter said 
rates had become effective pursuant to 
a separate bond filed with and ap 

proved by the Commission in each 
such case, conditioned for the repay 
ment by plaintiff in error of the por- 
tion of such increased rates finally de- 
termined by the Commission to be ex- 
cessive. In each such case plaintiff in 
error was proceeding to show sepa- 
rately the fair value of its property 
and its net income and that the rates 
so made effective under bond were not 
excessive. 

“2. On October 14, 1924, before 
any such case had been concluded, the 
Commission on its own motion insti- 
tuted a company-wide investigation of 
the value of plaintiff in error’s entire 
property and the reasonableness of its 
rates, and consolidated with said com- 
pany-wide investigation (No. 3307) 
all of the then pending separate cases. 

“3. Thereafter plaintiff in error 
filed separate schedules of increased 
rates for certain classes of its service 
in other exchanges, some of which 
schedule were in like manner suspend- 
ed by the Commission, became effec- 
tive under separate bond and were 
consolidated with said company-wide 
investigation. There are pending and 
undisposed of fortyfive of such sepa- 
rate exchange cases and one such toll 
case, in which cases plaintiff in error 
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has on file with the Commission bonds 
awgregating more than $14,000,000. 

“4. Instead of determining said ex- 
change and toll cases separately, the 
Commission in its said several orders 
herein referred to, has ordered plain- 
iff in error to make refunds based up- 
on the Commission’s findings of value 
of plaintiff in error’s intrastate prop- 
ety as a single unit and of its aggre- 
gate net income therefrom, without 
having found or determined the fair 
value of plaintiff in error’s property 
or the amount of its net income in re- 
spect of any separate exchange or its 
toll system, and without having found 
for any year or years that any portion 
of any rate was excessive. 

“5. The Commission’s first order, 
entered on January 10, 1931 (P.U.R. 
1931B, 46) tentatively fixed the fair 
value of plaintiff in error’s total prop- 
ety, including the interstate portion 
thereof, as of June 30, 1925, at $104.,- 
282,735. 

“6. On January 16, 1934 (2 
P.U.R.(N.S.) 113) the Commission 
made its findings of final value for 
plaintiff in error’s intrastate property 
as of June 30, 1925, by deducting 
from its tentative finding the sum of 
$2,714,788 on account of the inter- 
state property, and by further reduc- 
ing such tentative finding in the fol- 
lowing amounts without any change in 
the pertinent evidence: 

“(a) By deducting the sum of 
$316,090 from the allowance for right 
of way; 

“(b) By eliminating the sum of 
$3,490,905 on account of going con- 
cern value; 

“(c) By reducing the allowance for 
working capital, including materials 
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and supplies, by the sum of $535,970; 
and 

“(d) By deducting the sum of 
$3,296,181 from the amount of un- 
distributed construction expenditures. 

“The Commission’s finding of final 
value of the intrastate portion of plain- 
tiff in error’s property as of June 30, 
1925, was thus $93,707,488 or $7,- 
639,146 lower than its finding of ten- 
tative value. 

“The Commission also found the 
value of plaintiff in error’s property 
for each succeeding year to 1933 by 
the applicant of price trends hereafter 
referred to. 

“In the same order the Commission 
found that plaintiff in error had col- 
lected excess charges for its intrastate 
telephone service for the years 1925 
to 1932, inclusive, in the aggregate 
sum of $13,289,172 and ordered plain- 
tiff in error to refund to its subscrib- 
ers said entire sum, with interest, and 
to file with the Commission a schedule 
of reduced rates for its telephone serv- 
ice effective retroactively as of June 
30, 1925, and thereafter until changed 
by the order of the Commission. 

“7. The Commission has consistent- 
ly found that for the year 1933, plain- 
tiff in error had earned no excess in- 
come, and therefore no refund has 
been ordered for that year. 

“8. Pursuant to said orders of Jan- 
uary 16 and March 1, 1934, plaintiff 
in error, on April 17, 1934, submitted 
to the Commission, under a written 
protest, certain ‘Rate and Revenue 
Data and Estimates’ hereafter re- 
ferred to. 

“9. On July 5, 1934, the Commis- 
sion made another order wherein it 
found that plaintiff in error had col- 
lected under bond in protesting ex- 
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changes and for its intrastate toll serv- 
ices, excess charges for the years 1925 
to 1932, inclusive, in the aggregate 
amounts of $11,423,137 in such ex- 
changes and $744,541 for such toll 
services, or a total of $12,167,678, 
being $1,121,494 less than the amount 
ordered refunded in its former orders. 

“Said order required plaintiff in 
error to show cause upon August 1, 
1934, why said refunds should not be 
ordered. 

“10. On July 9, 1934, the Commis- 
sion ordered plaintiff in error to show 
cause by August 1, 1934, why a fur- 
ther order should not enter adopting 
and substituting for plaintiff in error’s 
existing schedules of rates, ‘said first 
or said second revision of existing 
schedules’ of plaintiff in error (re- 
ferring to the hypothetical rate cal- 
culations contained in the ‘Rate and 
Revenue Data and Estimates’ fur- 
nished by plaintiff in error under pro- 
test as aforesaid). 

“11. On September 6, 1934, the 
Commission entered the order herein 
complained of, wherein it found that 
plaintiff in error had collected under 
bond in protesting exchanges and 
from its intrastate toll services, excess 
charges for the years 1925 to 1932, 
inclusive, in the aggregate amounts of 
$11,423,137 in such exchanges and 
$409,127 from such toll services, or a 
total of $11,832,264, being $1,456,908 
less than the amount ordered refund- 
ed in said orders of January 16 and 
March 1, 1934, and $335,414 less than 
the amount ordered refunded in the 
order of July 5, 1934; and ordered 
plaintiff in error to make repayment to 
its subscribers; all as set forth in said 
order and in Schedule A thereof. In 
its finding of September 6, 1934, the 
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Commission stated that all prior find 
ings and orders, pertaining to excesg 
charges, conflicting with said finding 
of September 6, 1934, should be modi 
fied to conform to it. 


“Ty 


“Plaintiff in error, within the timed 
required by law, appropriately chal 
lenged each of the findings, orders 
and rulings of the Commission and 
made certain written requests upon it 
as follows: 

“1. On February 7, 1931, protest to 
finding of tentative value of January 
10, 1931, was filed by plaintiff in error. 
It was overruled by the Commission 
in its order of January 16, 1934. 

“2. On February 6, 1934, plaintiff 
in error filed its application and peti- 
tion for a rehearing with respect to 
the order of January 16, 1934. It 
was overruled by the Commission in 
its order of March 1, 1934. 

“3. On February 17, 1934, plaintiff 
in error filed with the Commission its 
application and request: 

“(a) That the Commission modify 
said findings and order of January 16, 
1934, by finding that the rates charged 
by plaintiff in error are just and law- 
ful rates and by establishing such rates 
as the rates thereafter to be charged by 
plaintiff in error for its services until 
changed or modified in accordance 
with law; (b) that the Commission 
permit plaintiff in error in accordance 
with the request theretofore made by 
it and thereby renewed, to introduce 
evidence of the fair value of its prop- 
erty and its net income in each of the 
said separate causes, and (c) that the 
Commission afford plaintiff in error 
an opportunity to examine, analyze, 
explain, and rebut the price trend in- 
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formation considered by the Commis- 
sion in arriving at said findings and 
order, which information was at no 
time exhibited to plaintiff in error or 
introduced in any open hearing or 
made a part of the record in said cause 
and to which information plaintiff in 
error has never had access. 

“This request was overruled by the 
Commission in its order of March 1, 
1934. 

“4. On March 9, 1934, plaintiff in 
error filed its protest, application, and 
petition for a rehearing with respect 
to the order of March 1, 1934, and on 
the same day the Commission over- 
ruled the same. 

“5. On April 17, 1934, pursuant to 
said orders of January 16 and March 
1, 1934, plaintiff in error duly submit- 
ted to the Commission under written 
protest certain ‘Rate and Revenue 
Data and Estimates’ heretofore re- 
ferred to. 

“6. On July 31, 1934, plaintiff in 
error filed: 

“An application and request, direct- 
ed to the order of July 5, 1934, (a) 
for permission to inspect and rebut the 
undisclosed price trend information 
hereinabove in paragraph 3 (c) re- 
ferred to; (b) for a disclosure of the 
Commission’s methods of apportion- 
ment and allocation employed in arriv- 
ing at the refunds found therein; and 
(c) for the opportunity to introduce 
separate evidence in the separate bond 
cases as hereinbefore set forth; 

“An application and request direct- 
ed to the order of July 9, 1934, that 
the Commission fix plaintiff in error’s 
present rates as the rates for its future 
service or, if the Commission intended 
to reduce its present rates, to permit 
plaintiff in error to show that the re- 
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duced rates proposed by the Commis- 
sion would reduce the plaintiff in er- 
ror’s net income for the year 1934 by 
$1,800,000 and permit it to earn less 
than 34 per cent upon the fair value of 
its intrastate property for 1934; 

“Verified return to the rule to show 
cause contained in the order of July 
5, 1934; 

“Verified return to the rule to show 
cause contained in the order of July 
9, 1934; 

“Protest of plaintiff in error against 
orders of July 5 and 9, 1934, and ap- 
plication and petition for rehearing 
with respect to said orders. 

“7. On August 1, 1934, the Com- 
mission overruled plaintiff in error’s 
said application to establish its present 
rates as its rates for the future and on 
September 6, 1934, overruled all of 
the other applications, protests, peti- 
tions, and returns referred to in para- 
graph 6. 

“8. On August 29, 1934, plaintiff 
in error filed its protest against the 
Commission’s ruling of August 1, 
1934, and its further application and 
petition for a rehearing. 

“9. On September 25, 1934, plain- 
tiff in error filed with the Commission 
its application and request with respect 
to the Commission’s order of Septem- 
ber 6, 1934; 

“a. To permit plaintiff in error, in 
accordance with the requests thereto- 
fore made by it, to introduce separate 
evidence in respect of each of the sepa- 
rate bond cases; 

“b. To permit plaintiff in error to 
examine and rebut the price trend in- 
formation hereinabove in paragraphs 
(3) and (6) referred to; and 

“c. To make a disclosure with re- 
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spect to the instructions of the Com- 
mission to its accountant, Wood, and 
his use of such instructions in making 
the apportionment of excess earnings. 

“This application was denied by the 
Commission on September 27, 1934. 

“10. On October 1, 1934, plaintiff 
in error filed with the Commission its 
protest against said order of Septem- 
ber 6, 1934, and its application and pe- 
tition for a rehearing of this cause 
which was denied on October 19, 1934. 

“11. On October 1, 1934, plaintiff 
in error also filed with the Commis- 
sion its application for a stay of the 
order of September 6, 1934, which ap- 
plication the Commission denied on 
October 19, 1934. 

“Each and all of the exhibits, ‘A’ 
to ‘U,’ above referred to are hereby 
incorporated herein and made a part 
hereof. 


ae 


“In said proceedings, acts, findings, 
and orders, the Commission erred, as 
follows: 


“1. In basing its said findings of 
value and orders upon alleged material 
and labor cost prices and trends ob- 
tained from various sources without 
plaintiff in error’s knowledge, and not 
offered or introduced in evidence in 
any open hearing or made a part of 
the record in this case and to which 
plaintiff in error never had access and 
as to which it had no opportunity to 
cross-examine, explain, or rebut, as 
follows : 

“(a) Cost prices for several years 
furnished by unidentified manufac- 
turers of telephone equipment ; 

“(b) The trend of land values al- 
legedly ascertained from an examina- 


tion of tax valuations in certain of the 
large cities of Ohio, the names of 
which cities were undisclosed ; 

“(c) Building cost trends taken 
from the Engineering News Record; 

“(d) Labor cost trends from the 
same publication ; 

“(e) Other labor and material cost 
trends obtained from various undis- 
closed sources. 

“The Commission having fixed the 
fair value of plaintiff in error’s prop- 
erty as of June 30, 1925, thereupon 
erroneously used the price trends ob- 
tained from the sources above referred 
to in fixing the fair value of plaintiff 
in error’s intrastate property, for each 
of the years 1926 to 1933, both in- 
clusive. 

“The alleged facts so considered did 
not come from any official source 
which the Commission had the right 
to notice judicially. They were not 
published by any public authority, 
governmental or state. They were not 
introduced in evidence, and plaintiff 
in error had no opportunity to ex- 
amine or cross-examine as to such 
claimed proof or to explain or rebut 
the same, or to show that such claimed 
price trends could not fairly be con- 
sidered in determining the fair value 
of plaintiff in error’s property. By 
reason of these facts the Commission 
denied plaintiff in error a fair hearing 
and in determining this case admitted- 
ly considered and gave controlling 
weight to evidence not introduced in 
any hearing. 

“On February 17, July 31, and Sep- 
tember 25, 1934, plaintiff in error filed 
the written requests heretofore re- 
ferred to, each of which in specific 
terms asked the Commission to dis- 
close the evidence on which it had ar- 


15 P.U.R.(N.S.) 454 





> om OD 


we 


me «8 ff wt AS lO lO eA US Cl 


SS EE ——— itil 


OHIO BELL TELEPH. CO. v. PUBLIC UTILITIES COM. OF OHIO 


rived at the price trends above referred 
to and had fixed the value of plaintiff 
in error’s intrastate property. These 
requests were all denied. The Com- 
mission mistakenly stated in its order 
of September 6, 1934, that plaintiff in 
error had been accorded ample oppor- 
tunity to examine and consider all 
necessary and pertinent evidence. The 
record, however, is undisputed that 
plaintiff was never granted access to 
or an opportunity to examine any of 
the price trend information above re- 
ferred to upon which the value of 
plaintiff in error’s property for the 
years 1926 and to 1933 was fixed. 

“The findings of value and the or- 
ders of the Commission fixing the 
amount of the refunds, aggregating 
$11,832,264, which were necessarily 
based upon such claimed proof deprive 
plaintiff in error of its property with- 
out due process of law and deny to 
plaintiff in error the equal protection 
of the laws in violation of the Four- 
teenth Amendment to the Constitution 
of the United States ; and said findings 
and orders are therefore void in their 
entirety. 

“2. Plaintiff in error was deprived 
of its property without due process of 
law and denied the equal protection of 
the laws in violation of the Fourteenth 
Amendment to the Constitution of the 
United States by the order of the 
Commission of September 6, 1934, 
ordering plaintiff in error to refund to 
its exchange and toll subscribers the 
amounts set forth therein because : 

“The Commission refused to re- 
ceive evidence showing separately for 
each year the fair value of plaintiff 
in error’s property and net income and 
fair rate of return with respect to each 
separate exchange and plaintiff in er- 
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ror’s toll system where rates had be- 
come effective pursuant to bonds as 
provided in the Robinson and Pence 
laws notwithstanding repeated writ- 
ten requests of plaintiff in error to in- 
troduce such evidence and repeated 
requests that a date be fixed for hear- 
ing the same. 

“Said refunds therefore were or- 
dered erroneously, arbitrarily, and 
without any evidence upon which they 
can be sustained. 

“3. Plaintiff in  error’s rates 
throughout the period in controversy 
in said cause were of two kinds: 

“Those filed with the Commission 
and, following the statutory protest, 
made effective pursuant to bond ap- 
proved by the Commission, as provid- 
ed in the Robinson and Pence laws; 

“Those filed with the Commission 
and, in the absence of such protest, 
made effective without bond or other 
condition. 

“In fixing the amount of the re- 
funds attributable to the bond cases, the 
Commission made certain apportion- 
ments and an allocation as follows: 

“Ist. An apportionment of the al- 
leged excessive earnings of plaintiff 
in error for the years 1925 to 1932, in- 
clusive, in the sum of $13,289,172 be- 
tween protesting exchanges, that is to 
say, exchanges wherein any rate had 
been collected under bond in any of 
the aforementioned years, and non- 
protesting exchanges, that is to say, 
exchanges wherein no rate had been 
so collected ; 

“2nd. An allocation of $409,127 to 
plaintiff in error’s toll system and of 
$11,423,137 to its protesting ex- 
changes; and 

“3rd. An apportionment of the sum 
of $11,423,137, the amount required 
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to be refunded in its protesting ex- 
changes, among said several ex- 
changes. 

“The Commission erred in making 
said apportionments and _ allocation, 
and in ordering plaintiff in error to 
make refunds as ordered, in the fol- 
lowing respects: 

“(a) It had no authority to require 
plaintiff in error to make refunds with 
respect to rates collected under bond 
without determining the fair value of 
plaintiff in error’s property and its net 
income for each of its protesting ex- 
changes separately and for its toll sys- 
tem. This the Commission refused to 
do. Instead, it arbitrarily used and 
applied accounting methods having no 
relation to property values and net 
earnings. 

“(b) The Commission’s method 
employed in making said apportion- 
ments and allocation was erroneous, 


arbitrary, inapplicable, and not based 
upon any evidence in the case. 

“(c) In arriving at the portion of 
excess earnings to be refunded both 
in exchanges and in the toll system, 
the Commission considered exchange 
service revenues only and ignored toll 


revenues. Its error in this respect 
was two-fold: first, plaintiff in error 
during the period involved received 
large revenues from its intrastate toll 
system and these revenues were dis- 
regarded in making the apportion- 
ment; second, the use of revenues as 
a basis is wholly improper because 
revenues are in no sense evidence of 
net earnings. 

“(d) In making the apportionment 
between the protesting and the non- 
protesting exchanges the Commission 
included as bonded revenues in each 
year the total revenues in any ex- 


change in which any rate had been 
collected pursuant to bond, although 
substantial portions of such revenues 
were not collected under bond, there- 
by erroneously increasing by more 
than $4,000,000 the refunds required 
to be made by plaintiff in error. 

“(e) Plaintiff in error was re- 
quired to make refunds in excess of 
$400,000 in respect of its intrastate 
toll system for the years 1925 and 
1926 although the Commission made 
no determination of the fair value of 
the intrastate toll property or its net 
income or that any toll rate was ex- 
cessive. 

“(f£) The Commission did not find 
that any of plaintiff in error’s ex- 
change or toll rates collected under 
bond was unreasonable or excessive 
for any year. Without such finding 
the Commission could not under the 
applicable Ohio statutes lawfully order 
any refund. 

“(g) The Commission used an 
arbitrary method in ordering said re- 
funds, viz: for each of the years in 
controversy a refund for each ex- 
change, based in each instance upon 
the same percentage of the amount of 
the increases in rates collected under 
bond, which basis was wholly without 
support in the evidence. 

“(h) In making its apportionment 
of excessive earnings between protest- 
ing and nonprotesting exchanges the 
Commission used the basis of total ex- 
change service revenues. This meth- 
od was necessarily based upon the as- 
sumption that there was included in 
each dollar of such total exchange 
service revenues an equal amount of 
excess net earnings. In its subsequent 
apportionment and allocation, the 
Commission abandoned this method 
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and the necessary assumption upon 
which it was based and ordered re- 
funds to the extent of $4,640,364 
more than would have resulted from 
a consistent application of the first 
method. 

“The action of the Commission 
with respect to such refunds and the 
apportionments and allocations upon 
which they were based deprived plain- 
tiff in error of its property without 
due process of law and denied it the 
equal protection of the laws in viola- 
tion of the Fourteenth Amendment to 
the Constitution of the United States. 

“4. The findings and orders of the 
Commission deprive plaintiff in error 
of its property without due process of 
law and deny to it the equal protection 
of the laws in violation of the Four- 
teenth Amendment to the Constitution 
of the United States, in that therein 
the Commission found : 

“(a) That the fair value of plain- 


tiff in error’s intrastate property used 
and useful in the service of the public 
was the following amounts as of the 
following dates respectively : 


June 30, 1925 

December 31, 1926 
December 31, 1927 
December 31, 1928 
December 31, 1929 
December 31, 1930 145,683,047 
December 31, 1931 145,271,663 
Drenewiet St. TSSe onc cccccccces 133,625,655 
November 30, 1933 126,250,206 


“(b) That the net income of plain- 
tiff in error from its intrastate busi- 
ness available for return upon said 
property was the following amounts 
for the following years: 


$93,707,488 
101,767,774 
111,036,522 
122,417,735 
134,765,576 


$10,951,087 
11,102,418 
8,257,746 
6,959,232 
10,896,937 


“(c) That the reasonable rates of 
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return which plaintiff in error was en- 
titled to earn upon said intrastate 
property were the following percent- 
ages for the following years: 

1925 to 1929, inclusive 


1930 to 1931, inclusive 
1932 and 1933 


64% per annum 
54% per annum 
“(d) In its finding and order of 
September 6, 1934, the Commission 
found that plaintiff in error had col- 
lected excess charges under bond in 
protesting exchanges and in its intra- 
state toll system in the following 
amounts : 
Exchange Toll 


$1,137,195.00 $232,282.00 
1,637,314.00 176,845.00 


1,357,589.00 
1,519,405.00 
830,915.00 


$11,423,137.00 $409,127.00 





“Upon such findings so made, the 
Commission on said date ordered 
plaintiff in error to refund said alleged 
excessive earnings in said respective 
amounts of $11,423,137 and $409,- 
127, or an aggregate amount of $11,- 
832,264, together with interest there- 
on at the rate of 6 per cent per annum 
from the date of payment until the 
date of refund. 

“The findings and orders of the 
Commission are erroneous, arbitrary, 
unreasonable, invalid, and confiscatory 
of plaintiff in error’s property in that 
the fair value of plaintiff in error’s 
said intrastate property in each of the 
years 1925 to 1933, inclusive, was 
largely in excess of the amounts so 
found by the Commission therefor ; 
plaintiff in error’s net income was in 
each of said years substantially below 
the amounts found by the Commission 
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as such; the rates of return actually 
earned by plaintiff in error were sub- 
stantially lower than those which the 
Commission found plaintiff in error 
had earned in each of said year, and 
the return to which plaintiff in error 
was reasonably entitled was substan- 
tially in excess of that found by the 
Commission to be fair for said years, 
respectively, and plaintiff in error had 
no excessive or unreasonable net in- 
come in any of said years, all as more 
particularly shown in Specifications of 
Error Nos. 5, 6, 7, and 8, infra. 

“5. The Commission should have 
found that the minimum fair value of 
plaintiff in error’s intrastate property 
was at least $30,000,000 in excess of 
the values found by the Commission, 
set forth in (a) of Specification of Er- 
ror No. 4, for each of the dates therein 
set forth. 

“6. The Commission, instead of 
finding plaintiff in error’s net income 
to be as set out in (b) of Specification 
of Error No. 4, should have found 
that plaintiff in error’s net income 
from its intrastate business available 
for a return, was in no year excessive 
and was not more than the following 
amounts in each of the following 
years: 


$6,014,180 $8,068,933 


8,115,568 
7,086,738 


8,266,094 6,160,952 


8,200,940 
“7. The Commission erred in find- 
ing that plaintiff in error’s net income 
from its intrastate business equalled an 
annual earning at the following rates 
upon the value of its intrastate proper- 
ty used and useful in furnishing its 
service in the state of Ohio for each 
of the following years, viz.: 
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“The rates of return so found by 
the Commission are higher than the 
rates of return actually earned by 
plaintiff in error upon such property, 
in that, as shown by the evidence, the 
Commission found the fair value of 
plaintiff in error’s intrastate property 
in each of such years to be too low as 
shown in Specification of Error No. 
5 hereof, and found plaintiff in error’s 
net income for each of such years to 
be substantially higher than it actually 
was, as shown in Specifications of Er- 
ror Nos. 4(b) and 6 hereof. 

“The Commission should have 
found, in accordance with the evidence 
in this case, that the rates of return 
actually earned by plaintiff in error 
upon such property during each of 
said years were substantially less than 
the rates of return found by the Com- 
mission to be reasonable for said 
years, respectively, as hereinafter in 
Specification of Error No. 8 set forth. 

“8. The Commission erred in find- 
ing that plaintiff in error was entitled 
to earn upon the fair value of its intra- 
state property only the following an- 
nual rates of return for the following 
years: 

1925 to 1929, inclusive 
1930 to 1931, inclusive 
1932 and 1933 53% per annum 

“The Commission should have 
found upon the evidence that the rates 
of return at which plaintiff in error 
was entitled to earn upon the fair 
value of its said property in each of 
said years were substantially in excess 
of said rates of return hereinabove last 
set forth, respectively. In this respect 
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the said orders of the Commission de- 
prive plaintiff in error of its property 
without due process of law and deny 
to it the equal protection of the laws 
in violation of the Fourteenth Amend- 
ment to the Constitution of the United 
States. 

“9. The Commission erred in arriv- 
ing at the fair value of plaintiff in er- 
ror’s intrastate property for each of 
the years 1925 to 1933, inclusive, by 
erroneously evaluating plant items 
manufactured by Western Electric 
Company and included in plaintiff in 
error’s telephone plan in each of the 
following respects : 

“(a) The Commission developed a 
trend for Western Electric prices from 
the prices of that company for tele- 
phone apparatus only and then applied 
such trend not only to plaintiff in er- 
ror’s telephone apparatus but to its 
lead covered cable and materials and 
supplies. This action resulted in under- 
valuing plaintiff in error’s property. 

“(b) The Commission having de- 
@ termined certain price trends for labor 
and material based upon the experience 
of manufacturers other than the West- 
ern Electric Company, applied such 
price trends to plaintiff in error’s plant 
items of Western Electric manufac- 
ture, although it conclusively appeared 
from the evidence that Western Elec- 
tric Company’s prices were lower than 
the prices charged by other manufac- 
turers for comparable materials and 
lower than the prices charged by West- 
ern Electric Company for the same 
materials to others, and that Western 
Electric Company’s earnings in its 
Bell business were at all times reason- 
able. 

“(c) The Commission refused to 
give effect to an increase of approxi- 
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mately ten per cent in the price of tele- 
phone apparatus made by Western 
Electric Company under the following 
circumstances : 

“The evidence showed that com- 
mencing with December 31, 1920, and 
continuing until July 1, 1929, Western 
Electric Company made reductions in 
the prices charged by it to plaintiff in 
error and other Bell Associate Com- 
panies for telephone apparatus, so that 
on July 1, 1929, the level of the prices 
for such telephone apparatus was only 
58.3 per cent of what it had been on 
the 3lst day of December, 1920. 
These reductions in prices by Western 
Electric Company were made at a time 
when other manufacturers were main- 
taining or increasing their prices. The 
reductions in 1929 were made in an- 
ticipation of a large increase in West- 
ern’s business which was not realized, 
and consequently, in November, 1930, 
Western Electric Company restored 
the prices which had been in effect in 
1928. With such increased prices 
Western Electric Company earned only 
4.6 per cent and 4.2 per cent on its in- 
vestment in its Bell business for the 
years 1930 and 1931, respectively, and 
the evidence showed that it would sus- 
tain a loss in such business of approxi- 
mately $6,400,000 in 1932. The Com- 
mission’s action in rejecting such price 
increase cannot be justified on the 
basis that Western’s earnings in its 
Bell business were at any time unrea- 
sonable or its prices excessive. Its 
action in rejecting such price increase 
was unlawful and unreasonable and 
resulted in a substantial undervalua- 
tion of plaintiff in error’s intrastate 
property for each of the years 1930, 
1931, 1932, and 1933. 

“10. The Commission erred in ar- 
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riving at the fair value of plaintiff in 
error’s intrastate property for each of 
the years 1925 to 1933, inclusive, by 
failing to give proper consideration 
and weight to the actual costs of such 
property as such costs are carefully 
reflected in plaintiff in error’s books 
and shown by the evidence. 

“The actual cost of plaintiff in er- 
ror’s intrastate property (including 
cash working capital and materials and 
supplies as fixed by the Commission 
in said orders, but exclusive of con- 
struction work in progress) were the 
following sums as of the following 
dates respectively : 


Date 


June 30, 1925 
December 31, 1926 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 162,480,450 
November 30, 1933 161,809,034 


“11. The Commission erred in find- 
ing in its order of September 6, 1934, 
that plaintiff in error in the period 
1925 to 1932, inclusive, had imposed, 
charged, and collected pursuant to bond 
from the subscribers and patrons of its 
intrastate services, exchange, and toll, 
within the state of Ohio, the sum of 
$11,832,264 in excess of a fair return 
upon the fair value of its property and 
in ordering that plaintiff in error re- 
fund within ninety days therefrom the 
following amounts for the following 
years, to wit: 


Book Costs 
$98,798,259 
111,044,696 
126,725,311 
136,883,155 
150,330,971 
162,820,788 
164,932,754 


Exchange Toll 


$1,137,195.00 $232,282.00 
1,637,3 a9 176,845.00 


»344,624.00 
1,357,589.00 
1,519,405.00 

830,915.00 





$11,423,137.00 $409,127.00 
15 P.U.R.(N.S.) 


“There was no evidence in the case 
which justified any finding by the 
Commission that any refund should 
be made in any exchange or in the toll 
system with respect to any of the years 
in question, and no basis upon which 
the Commission’s order for such re- 
fund can be sustained. The order of 
the Commission in this respect de- 
prives plaintiff in error of its proper- 
ty without due process of law and de- 
nies it the equal protection of the laws 
in violation of the Fourteenth Amend- 
ment to the Constitution of the United 
States. 

“12. The Commission erred in its 
order of January 16, 1934, in reduc- 
ing, without any change in the perti- 
nent evidence, the unreasonably low 
value of plaintiff in error’s intrastate 
property as of June 30, 1925, as ten- 
tatively fixed by it in its order of Jan- 
uary 10, 1931, in the following re- 
spects and by the following amounts: 

“(a) By deducting the sum of 
$316,090 from the allowance for right 
of way; 

“(b) By eliminating the sum of 
$3,490,905 on account of going con- 
cern value; 

“(c) By reducing the allowance for 
working capital including materials 
and supplies, by the sum of $535,970; 

“(d) By excluding and deducting 
the sum of $3,296,181 from the 
amount of the undistributed construc- 
tion expenditures. 

“In each of the foregoing respects, 
the said findings and orders of the 
Commission deprive plaintiff in error 
of its property without due process of 
law and deny to it the equal protection 
of the laws in violation of the Four- 
teenth Amendment to the Constitution 
of the United States. , 
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“13. The Commission erred in said 
findings and orders by failing to in- 
clude any allowance for the going con- 
cern value of plaintiff in error’s intra- 
state property in any year. In its ten- 
tative value order of January 10, 
1931, the Commission found that the 
element of going value amounted to 
$3,592,040, which amount in itself 
was too low according to the undis- 
puted evidence. It made the allow- 
ance therefor separately and did not 
include in its detailed valuation of the 
physical property any increment on ac- 
count of the going value, representing 
the difference between an established 
plant and business in operation and 
earning money, and the bare bones of 
the physical plant. In its final findings 
of fair value, the Commission not only 
eliminated any allowance for going 
value, but reduced the fair value of 
plaintiff in error’s intrastate property 
as tentatively fixed in its order of 
January 10, 1931, by making other 
substantial reductions. The result is 
that in the alleged fair values as found 
by the Commission in its orders of 
January 16, 1934, and March 1, 1934, 
no allowance whatever has been made 
for the going concern value in any of 
the years, either as a separate element 
or otherwise. The Commission’s re- 
fusal to value the property as a going 
concern has deprived plaintiff in error 
of its property without due process of 
law, and denied to it the equal pro- 
tection of the laws, in violation of the 
Fourteenth Amendment to the Con- 
stitution of the United States. 

“14. The Commission erred in ar- 
riving at the fair value of plaintiff 
in error’s intrastate property for each 
of the years 1925 to 1933, inclusive. 

“(a) By excluding from such val- 
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uation the following amounts of mon- 
ey invested by plaintiff in error during 
such respective years in telephone 
property in process of construction, 
ViZ.: 
$2,161,109 
4,168,837 
3,658,921 


2,059,240 
2,992,501 


$4,750,748 
4,874,625 
810,383 
2,606,456 


“(b) By disallowing for each of 
the years 1925 to 1933, inclusive, any 
amount for engineering in respect to 
the following items of plant: right 
of way, buildings, and also material 
values in switchboards installed by 
Western Electric Company, in other 
equipment of central offices, private 
branch exchanges, interior block 
wires, exchange aerial wire, and toll 
aerial wire. 

“(c) By limiting the allowance for 
the item of omissions for each of the 
years 1925 to 1933, inclusive, to one 
per cent and by excluding the follow- 
ing items of plant from the amount 
upon which the allowance for omis- 
sions was computed: right of way, 
buildings, and general equipment. 

“(d) By allowing only one per cent 
for the item of taxes during construc- 
tion instead of basing the same on the 
actual experience of plaintiff in error. 

“(e) By allowing an inadequate 
amount for the item of plant supervi- 
sion and tool expense. 

“The Commission’s exclusion of 
such amounts deprived plaintiff in er- 
ror of its property without due process 
of law and denied to it the equal pro- 
tection of the laws in violation of the 
Fourteenth Amendment to the Consti- 
tution of the United States. 

“15. The Commission erred in find- 
ing that the actual existing deprecia- 
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tion in plaintiff in error’s said intra- 
state property as of June 30, 1925, 
was $14,226,709. The reproduction 
cost new of plaintiff in error’s intra- 
state property as found by the Com- 
mission for the same date in its order 
of January 16, 1934, was $107,934,- 
197. Based upon such finding of re- 
production cost new the Commission 
should not have found existing depre- 
ciation in the property in excess of 
$10,000,000. The Commission thus 
erroneously deducted on account of 
the existing depression in plaintiff in 
error’s intrastate property more than 
$4,000,000 in excess of any sum jus- 
tified by the evidence. In so doing the 
said findings and orders of the Com- 
mission deprive plaintiff in error of 
its property without due process of 
law and deny to it the equal protection 
of the laws in violation of the Four- 
teenth Amendment to the Constitution 
of the United States. 

“For each of the succeeding years 
1926 to 1933, inclusive, the Commis- 
sion erred in arriving at the fair value 
of the plaintiff in error’s intrastate 
property by deducting amounts on ac- 
count of existing depreciation in such 
property largely in excess of the actual 
existing depreciation therein. ; 

“16. The Commission erroneously 
refused to include in plaintiff in er- 
ror’s necessary operating expenses the 
following sums of money for the years 
1925 to 1933, respectively, represent- 
ing part of the annual expense of de- 
preciation of the intrastate portion of 
plaintiff in error’s depreciable prop- 
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“17. The Commission purported to 
allow in plaintiff in error’s operating 
expenses for each of the years 1925 
to 1933, an annual expense of depre- 
ciation at the rate of 4 per cent per 
annum of plaintiff in error’s deprecia- 
ble intrastate property, although its 
actual allowance therefor was less than 
4 per cent. The Commission should 


have allowed, under the evidence in 
this case, not less than the following 
annual amounts for the expense of de- 
preciation in respect of plaintiff in 
error’s intrastate property: 


$4,914,980 $8,247,474 


8,549,677 

6,892,986 

6,269,772 
7,484,033 

“The Commission’s action in these 
respects deprives plaintiff in error of 
its property without due process of 
law and denies to it the equal protec- 
tion of the laws in violation of the 
Fourteenth Amendment to the Consti- 
tution of the United States. 

“18. Plaintiff in error’s annual ex- 
pense of depreciation was based upon 
evidence of service life and salvage of 
the several classes of its depreciable 
property, which evidence was undis- 
puted. The Commission erred in 
ignoring such evidence and in fixing 
arbitrarily what it states was a rate of 
4 per cent per annum, although in fact 
less than that amount. In doing so, 
the Commission purported to adopt 
the retirement theory of depreciation 
accounting, but in fact based its allow- 
ances upon the experience of the com- 
pany for a period antedating the peri- 
od in controversy. The Commission’s 
allowance for depreciation expense for 
the period 1925 to 1931, was $9,852,- 
737 less than actual expense of retire- 
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ments during that period. Plaintiff in 
error was entitled for the expense of 
depreciation to a sum substantially in 
excess of the expense of its retire- 
ments, and the action of the Commis- 
sion in allowing less than such expense 
deprived plaintiff in error of its prop- 
erty without due process of law and 
denied to it the equal protection of 
the laws in violation of the Fourteenth 
Amendment to the Constitution of the 
United States. 

“19. The Commission erroneously 
refused to permit the deduction from 
plaintiff in error’s gross income of the 
following sums of money for the years 
1925 to 1932, respectively, represent- 
ing sums paid by plaintiff in error to 
the American Telephone and Tele- 
graph Company on account of license 
contract services rendered by said 
company to plaintiff in error, viz.: 


$732,429 1929 $175,773 


1932 


Said sums of money were paid by 
plaintiff in error to said American 
Telephone and -Telegraph Company 
for services actually rendered by the 
latter to plaintiff in error, which serv- 
ices were required by plaintiff in error 
in the rendition of its intrastate serv- 
ice in the state of Ohio. 

“The Commission’s refusal to allow 
plaintiff in error to make such deduc- 
tions from its gross income or to treat 
such payments as an operating expense 
for each of such years deprives plain- 
tiff in error of its property without 
due process of law and denies to it the 
equal protection of the laws in viola- 
tion of the Fourteenth Amendment to 
the Constitution of the United States. 

“20. The Commission erred in fail- 


ing to make adjustments in plaintiff in 
error’s expenses by way of increases 
in its Federal income tax because of 
the disallowances shown in paragraphs 
16 and 19, supra. 

“21. The reproduction cost new 
and the fair value of plaintiff in error’s 
property as of June 30, 1925, as ten- 
tatively found and determined by the 
Commission in said findings and order 
of January 10, 1931, are less than the 
actual, true, and correct reproduction 
cost new and fair value thereof and 
are therefore unjust, unreasonable, 
and too low with respect to said prop- 
erty as a whole and specifically as to 
each and all of plaintiff in error’s 
classes of property. 

“The Commission erred in overrul- 
ing plaintiff in error’s protest against 
said tentative value order. 

“22. The Commission erred in said 
findings and orders of January 16 and 
March 1, 1934, in requiring, for the 
purpose of reducing plaintiff in error’s 
future rates, that plaintiff in error file, 
effective retroactively as of June 30, 
1925, and thereafter until changed by 
order of the Commission, such sched- 
ules of reduced rates for plaintiff in 
error’s intrastate service as would pro- 
duce net income not in excess of the 
amount found by the Commission to 
be fair and reasonable as of that date. 
This requirement of said last-men- 
tioned orders plaintiff in error com- 
plied with on April 17, 1934, by sub- 
mitting to the Commission, under pro- 
test, ‘Rate and Revenue Data and Es- 
timates.’ 

“Said orders deprive plaintiff in er- 
ror of its property without due process 
of law and deny to plaintiff in error 
the equal protection of the laws in 
violation of the Fourteenth Amend- 
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ment to the Constitution of the United 
States, in that: 

“(a) The action of the Commis- 
sion was an attempt to accomplish in- 
directly that which it could not direct- 
ly do, viz.: to deprive plaintiff in er- 
ror of the opportunity to earn a fair 
return upon the fair value of its prop- 
erty by reducing plaintiff in error’s 
present rates, although they are now 
producing, as the Commission found 
in said orders, no more than a fair 
return on the present value of said 
property as found by the Commission. 

“(b) In said findings and orders of 
January 16, and March 1, 1934, the 
Commission found that for the year 
1933, plaintiff in error was entitled to 
earn a return of 5$ per cent upon the 
fair value of its intrastate property as 
fixed by the Commission for that year 
and that plaintiff in error’s net income 
from said property for that year at its 


present rates did not exceed such a re- 


turn. Any reduction in plaintiff in 
error’s present rates would necessarily 
reduce its net income below the 
amount found by the Commission to 
be fair, and would be unjust and un- 
reasonable. 

“(c) Said hypothetical rates, if 
now made effective retroactively, will, 
throughout the period of their effec- 
tiveness, deprive plaintiff in error of 
its property without due process of 
law and deny it the equal protection of 
the laws, in violation of the Four- 
teenth Amendment to the Constitution 
of the United States. 

“(d) Under the applicable Ohio 
statutes the Commission had no au- 
thority to require plaintiff in error to 
file schedules of rates effective retroac- 
tively. 

“(e) The action of the Commis- 


sion in this respect was erroneous and 
in direct violation of the laws of the 
laws of the state of Ohio, as under 
such laws the Commission has no au- 
thority to fix rates except for the fu- 
ture. 

“(f) Such order attempts unlaw- 
fully to reduce plaintiff in error’s rates 
for its present and future service, by 
ordering plaintiff in error to make ef- 
fective, for such service, rates not in 
issue in any of the separate bond cases 
and in respect of which no hearing or 
proof has been had. 

“In addition, the hypothetical rates 
contained in the ‘Rate and Revenue 
Data and Estimates’ which plaintiff in 
error was compelled to and did furnish 
to the Commission on April 17, 1934, 
could not lawfully be made the basis 
of any order fixing rates for the future 
for plaintiff in error for each of the 
following reasons: 

“(a) Such hypothetical rates were 
based on a reduction of $1,822,647 
for the year 1925, which reduction 
was applicable to plaintiff in error’s 
entire intrastate earnings, without dis- 
tinction as between rates collected pur- 
suant to bond and those not so collect- 
ed, whereas in the order of September 
6, 1934, refunds are ordered only with 
respect to exchanges and the toll sys- 
tem where rates were collected pursu- 
ant to bond and in an amount approxi- 
mately $450,000 less than the amount 
of the refunds fixed for the year 1925 
by the orders of January 16, and 
March 1, 1934. 

“(b) The hypothetical rates con- 
tained in said ‘Rate and Revenue Data 
and Estimates,’ if they had been in ef- 
fect during the years 1926 to 1932, 
inclusive, would not have produced the 
reductions in revenue which the Com- 
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mission found to be proper for said 
years respectively, either in its said 
orders of January 16 and March 1, 
1934, its order of July 5, 1934, or its 
order of September 6, 1934. 

“(c) Many of the decreases shown 
in the hypothetical rates in said ‘Rate 
and Revenue Data and Estimates’ are 
with respect to exchanges in which 
rates were not made effective pursuant 
to bond. Inasmuch as the Commis- 
sion in its order of July 5, 1934, and 
September 6, 1934, required refunds 
to be made only with respect to rates 
made effective pursuant to bond, said 
hypothetical rates could have no appli- 
cation to the orders of the Commission 
as now modified. 

“(d) The Commission had no right 
to fix rates for plaintiff in error’s in- 
trastate telephone service for the pres- 
ent and future by considering only the 
fair value of the property, the reve- 
nues, expenses, and net income of 
plaintiff in error for the year 1925. 
In determining rates for the present 
and future the Commission was re- 
quired to consider the fair value of 
plaintiff in error’s property, its reve- 
nues, expenses, and net income for the 
most recent period available. A\l- 
though the Commission, in determin- 
ing the refunds to be ordered, found 
even on the low value of plaintiff in 
error’s intrastate property as fixed by 
the Commission for the year 1933, 
and upon the Commission’s own find- 
ings in respect of revenues, expenses, 
and net income for that year, that 
plaintiff in error was earning only a 
barely compensatory return for that 
year and therefore upon such finding 
made no order of refund against plain- 
tiff in error for the year 1933, never- 
theless, the Commission has refused 
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to consider and give effect to the same 
evidence, in respect of plaintiff in er- 
ror’s present and future rates. 

“23. The Commission erred in its 
findings and orders in failing to con- 
tinue the existing rates of plaintiff in 
error in effect for the present and fu- 
ture and in overruling the written re- 
quests of plaintiff in error so to do 
filed in this cause on February 17, 
July 31, and August 29, 1934. 

“Plaintiff in error showed the Com- 
mission that if permitted it would 
prove that if either of the revisions of 
rates proposed by the Commission 
should be made effective the result 
would be to reduce plaintiff in error’s 
net income from its intrastate business 
in Ohio for the year 1934 by more 
than $1,800,000 and to permit it to 
earn less than 3} per cent for the year 
1934 on the present fair value of its 
property employed in its intrastate 
service in Ohio. The Commission 
found that for the year 1933, plaintiff 
in error had earned only a barely com- 
pensatory return. 

“Tt was the duty of the Commission 
under the evidence in this cause and its 
own findings to determine that the ex- 
isting rates of plaintiff in error were 
no more than just and lawful rates to 
be charged for the present and future 
until modified in accordance with law, 
but if the Commission proposed to 
make any reduction in the existing 
rates plaintiff in error was entitled to 
a hearing and the right to introduce 
evidence as to the fair value of its 
property, its revenues, expenses, net 
income, and fair rate of return for the 
year 1934, -and thereby to prove that 
any such reduction would be unlawful 
and unreasonable. 

“The action of the Commission in 
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denying plaintiff in error’s request and 
in requiring it to render future serv- 
ices in Ohio at admittedly confiscatory 
rates has deprived plaintiff in error of 
its property without due process of 
law and denied to it the equal protec- 
tion of the laws in violation of the 
Fourteenth Amendment to the Consti- 
tution of the United States. 

“24. The Commission erred in 
overruling, denying, and in failing to 
comply with plaintiff in error’s several 
applications and requests filed on Feb- 
ruary 17, July 31, August 29, and 
September 25, 1934, asking: (1) that 
the Commission modify said findings 
and order of January 16, 1934, by 
finding, deciding, and ordering the 
rates then and now charged by plain- 
tiff in error for its services rendered 
in the state of Ohio to be no more than 
just and lawful rates as the rates here- 
after to be charged and collected by 
plaintiff in error for its services until 
changed or modified in accordance 
with law; (2) that the Commission 
permit plaintiff in error in accordance 
with the requests theretofore made by 
it and thereby renewed to introduce 
evidence of the fair value of its prop- 
erty, its revenues and expenses and net 
income in each of said separate cases 
where plaintiff in error was and is 
collecting rates pursuant to bonds ; and 
(3) that the Commission afford plain- 
tiff in error an opportunity to ex- 
amine, analyze, explain, and rebut the 
price trend information considered by 
the Commission in arriving at said 
findings and order of January 16, 
1934, and the Commission’s method 
of applying the same, which informa- 
tion was at no time exhibited to plain- 
tiff in error or introduced in any open 
hearing or made a part of the record 
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in said cause, and to which informa- 
tion plaintiff in error had never had 
access and as to which method it has 
never been informed. 

“The action of the Commission in 
so denying said applications and re- 
quests has deprived plaintiff in error 
of its property without due process of 
law and has denied to it the equal pro- 
tection of the laws in violation of the 
Fourteenth Amendment to the Consti- 
tution of the United States. 

“25. The Commission erred in re- 
quiring plaintiff in error to repay un- 
stated portions of its intrastate toll 
rates collected under bond ‘to the per- 
sons, subscribers, and patrons paying 
the same, notwithstanding payments 
for said services were made by such 
persons and patrons to telephone com- 
panies other than the Ohio Bell Tele- 
phone Company because of the inter- 
change of telephone service.’ Plaintiff 
in error cannot lawfully be required 
under the terms of the applicable Ohio 
statutes and the conditions of the 
bonds executed by it to make any re- 
funds except to persons who are its 
subscribers or patrons. 

“26. Plaintiff in error has been de- 
nied a fair trial and hearing in respect 
of the fair value of its property ; it has 
been denied a fair trial and hearing 
in respect of whether the rates put into 
effect under bond in its several ex- 
changes and its toll system were ex- 
cessive and unreasonable in each sepa- 
rate case in which such rates were 
made effective pursuant to bond and it 
has been denied any trial with respect 
to the just and reasonable rates for its 
present and future service. Such de- 
nials have resulted in depriving plain- 
tiff in error of its property without 
due process of law and denying it the 
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equal protection of the laws in viola- 
tion of the Fourteenth Amendment to 
the Constitution of the United States. 

“27. The Commission erred in its 
order of September 6, 1934, in requir- 
ing the repayment by plaintiff in error 
to its intrastate toll users of the sum 
of $232,282 for the year 1925 and the 
sum of $176,845 for the year 1926 
without having made a determination 
of the fair value of plaintiff in érror’s 
property and its revenues, expenses, 
and net income in such intrastate toll 
system. There was no evidence upon 
which the Commission could have 
based any finding that plaintiff in er- 
ror had, in any year, made any exces- 
sive earnings in its toll system. 

“Plaintiff in error demanded the 
right to prove the fair value of its 
property used in rendering its intra- 
state toll service and to show the net 
income from such property. The 
Commission refused to receive such 
evidence. Therefore, it could make 
no valid order requiring any refunds 
to be made by respondent on account 
of toll rates collected under bond and 
the Commission’s orders in this re- 
spect deprive plaintiff in error of its 
property without due process of law 
and deny it the equal protection of the 
laws in violation of the Fourteenth 
Amendment to the Constitution of the 
United States. 

“28. The Commission erred in its 
order of September 6, 1934, in the 
following respects and each thereof: 

“(a) It denied the protest and ap- 
plication and petition of the plaintiff 
in error asking, for the reasons and 
upon the grounds set forth therein a 
rehearing with respect to the matters 
and things decided and determined by 
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the finding and order made and en- 
tered herein upon July 5, 1934; 

“(b) In finding, as set forth in said 
order of September 6, 1934, that it 
had accorded plaintiff in error ample 
opportunity to examine and consider 
all necessary and pertinent informa- 
tion requested in plaintiff in error’s 
application and request directed to the 
Commission’s order of July 5, 1934, 
and in overruling said application and 
request ; 

“(c) In overruling the verified re- 
turn of plaintiff in error to the rule to 
show cause contained in the Commis- 
sion’s findings and order of July 5, 
1934, and the prayer thereof ; 

“(d) In ordering that all protests 
and objections to the Commission’s 
finding of July 5, 1934, filed and made 
by plaintiff in error, inconsistent with 
the order of September 6, 1934, be 
overruled. 

“29. The Commission further erred 
in overruling on October 19, 1934 (a) 
the protest, application, and petition of 
plaintiff in error for a rehearing filed 
on October 1, 1934, and (b) its said 
application for a stay, postponement 
and suspension of the enforcement of 
the orders of the Public Utilities Com- 
mission of Ohio in so far as they order 
and direct plaintiff in error to make 
the repayments and refunds ordered 
by the Commission. 

“In each and all of the foregoing 
respects complained of, and in deny- 
ing plaintiff in error’s protests, appli- 
cations, and petitions for rehearing, 
the said proceedings, acts, findings, 
and orders of the Commission and 
each and all thereof affect materially 
the substantial rights of plaintiff in 
error, are erroneous and prejudicial to 
it, and are unlawful, unreasonable, and 


15 P.U.R.(N.S.) 





OHIO SUPREME COURT 


are not supported by evidence, are 
against the weight of the evidence and 
contrary to the evidence and the law, 
and in violation of the applicable Ohio 
Statutes and of Art. 1, § 1, of the 
Constitution of the state of Ohio, and, 
further, are confiscatory and will, if 
enforced, result in the confiscation of 
plaintiff in error’s property and de- 
prive it of its property without due 
process of law and deny to plaintiff in 
error the equal protection of the laws 
in violation of the Fourteenth Amend- 
ment to the Constitution of the United 
States. 

“Each and all of the foregoing 
grounds and specifications of error 
were urged and relied upon by plain- 
tiff in error in said protests, applica- 
tions, and petitions for a rehearing 
filed by it in cause No. 3307 on the 
docket of the Commission. 

“Wherefore, plaintiff in error prays 
that said findings and orders of de- 
fendant in error, the Public Utilities 
Commission of Ohio, made and en- 
tered in said cause No. 3307 on Sep- 
tember 6, as well as the orders of 
January 16, March 1, July 5, and July 
9, 1934, in so far as said findings and 
orders form the basis for or are in- 
corporated into the findings and order 
of September 6, 1934, and each of 
them, be reversed, vacated, and set 
aside by this court as unlawful and 
unreasonable and that plaintiff in error 
may be restored to all things lost by 
reason thereof.” 

The various findings and orders 
made by the Commission and the pro- 
cedural steps taken by the company 
are brought into the record through 
Exhibits “A” to “U” inclusive. These 
exhibits are too voluminous to carry 
into this statement, and we are con- 
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tent to set out a list of same, with 
designating letter : 

“A” Tentative Finding of January 
10, 1931. 

“B” Order of January 10, 1931, 
fixing value. 

“C” Protest of the Ohio Bell Tele- 
phone Company to value fixed in or- 
der of January 10, 1931. 

“PD” Findings of January 16, 1934. 

“E” Order of January 16, 1934. 

“F” Application for Rehearing of 
January 16, 1934, order. 

“G” Application and Request of 
the Ohio Bell Telephone Company of 
February 17, 1934. 

“H” Order of March 1, 1934. 

“T” Application for Rehearing of 
March 1, 1934, order. 

“J” Order of July 5, 1934. 

“K” Order of July 9, 1934. 

“L” Application and Request of 
the Ohio Bell Telephone Company of 
July 31, 1934, with respect to the or- 
der of July 5, 1934. 

“M” Application and Request of 
the Ohio Bell Telephone Company 
with respect to the order of July 9, 
1934. 

“N” Verified Return to the order 
to show cause contained in the order 
of July 5, 1934. 

“OQ” Verified Return to the order 
to show cause contained in the order 
of July 9, 1934. 

“P” Protest and Application for 
Rehearing of July 5, and July 9, 1934, 
orders. 

“Q” Protest and Application for 
Rehearing filed August 29, 1934. 

“R” Order of September 6, 1934. 

“S” Application and Request of the 
Ohio Bell Telephone Company of Sep- 
tember 6, 1934. 
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“T” Protest and Application for 
Rehearing of September 25, 1934, 
with respect to the order of September 
6, 1934. 

“U” Application to the Commis- 
sion for a stay. 

The Commission took judicial no- 
tice of the trend of prices during the 
years involved in this proceeding, and 
for the purposes of its determination 
@ and finding referred to and considered 
@ a periodical publication known as the 
Engineering News Records, and the 
company avers used other sources of 
information to it unknown; also con- 
sidered prices of materials furnished 
by manufacturers of telephone equip- 
ment and land values as ascertained 
from tax valuations, all of which it is 
claimed was erroneous. That on Feb- 
ruary 17, July 31, and September 25, 
1934, the company filed written re- 
quests with the Commission asking 
it to disclose the evidence upon which 
it arrived at price trends, all of which 
was refused. 

With the mechanics governing the 
proper distribution of the refunder 
herein, this court-at this time has noth- 
ing to do. 

This fact is in dispute. 

The petition in error and the ex- 
hibits make up the entire record of the 
case. For the means used and the 
methods followed by the Commission 
in determining the rate base and rate 
of income, reference must be had to 
the petition in error, exhibits and 
briefs of counsel. 


APPEARANCES: Karl E. Burr, of 
Columbus, and W. H. Thompson, W. 
B. Stewart, and Ashley M. Van 
Duser, all of Cleveland, for plaintiff 
in error; John W. Bricker, Attorney 
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General, and Donald C. Power, of 
Columbus, for defendant in error. 


By the Court: 


Valuation Including Price Trends 

[1] As of the date certain of June 
30, 1925, the Commission fixed the 
tentative valuation of the company’s 
property at $104,282,735. Subse- 
quently this was reduced $10,575,247. 
Item by item the company complains 
about the Commission’s figures such 
as those relating to right of way, land, 
buildings, central office equipment, dis- 
tributing system, undistributed con- 
struction costs, going concern value, 
and construction work in progress. 
However, a laborious study of the su- 
perabundant record of approximately 
70,000 pages discloses a sharp conflict 
of competent evidence on every point, 
and under such circumstances this 


court cannot properly hold that the 


findings of the Commission are 
against the weight of the evidence. II- 
lustrative of this fact is the matter of 
intangible, undistributed construction 
expenditures. One witness expressed 
the opinion that the allowance for this 
item should be approximately $19,- 
088,000; another that it should be 
$18,525,000; another that it should be 
$16,000,000; and still another that it 
should be $12,000,000. The Commis- 
sion, after hearing and seeing the wit- 
nesses, allowed $12,650,143. Certain- 
ly this court is at least in no better 
position to appraise the value of this 
conflicting testimony. 

[2] It is contended that there was 
failure to consider certain vital ele- 
ments in determining questions of val- 
uation. For instance, the claim is 
made that the Commission excluded 
15 P.U.R.(N.S.) 
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from the property value money neces- 
sarily invested in construction work 
which was in progress, in an average 
annual amount of $3,000,000 for the 
9-year period. 

The Commission held that no allow- 
ance could be included for this work 
in determining value for rate-making 
purposes, because the property was not 
complete and ready for service, and 
therefore not used and useful property 
in the service of the public within the 
meaning of §§ 499-8, 499-9, 614-23, 
General Code, and § 61420, as 
amended by 110 Ohio Laws, p. 366. 
An allowance was made, however, for 
the item of interest during construc- 
tion, which fully and adequately com- 
pensated the company for the use of 
its capital which was invested in un- 
finished construction work, and the 
amount of allowance so made entered 
into the rate base which was fixed by 
the Commission. Furthermore, al- 
lowance was made for capital so in- 
vested as soon as the new construction 
came into use, and provision was also 
made for the capitalization of ma- 
terials used in construction and inven- 
tories on hand before they were used 
in the process of construction. 

[3] It is also contended that no con- 
sideration was given to the cost of 
property and the cost of reproduction 
of property. It may be conceded that 
such costs are relevant facts to be con- 
sidered in determining values. Los 
Angeles Gas & E. Corp. v. California 
R. Commission, 289 U. S. 287, 306, 
77 L. ed. 1180, P.U.R.1933C, 229, 
53 S. Ct. 637. 

In support of its contention that 
cost of property was ignored, the com- 
pany offered a table which purports 
to show cost of the company’s intra- 
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state property aside from construction 
work in progress, and similar facts, 
But there is nothing in the record to 
show that the evidence so offered was 
not considered, along with the other 
evidence in the case relating to cost, 
in determining the rate basis. 

As to the claim that the Commission 
did not consider cost of reproducing 
property, the record discloses that evi- 
dence was adduced relating thereto, 
and there is entire absence of a show- 
ing anywhere in the record that the 
Commission failed to give proper con- 
sideration to such evidence bearing 
upon the question of expense of repro- 
ducing essential property. 

A careful consideration of all claims 
of the company relating to alleged 
omissions or failure to consider cer- 
tain elements of value discloses that 
the contentions are not borne out by 
the record. In fact, it appears that 
the Commission determined its rate 
base from all the evidence before it, 
including that relating to these alleged 
ignored items, and thus reached the 
conclusion it did relative to the basic 
valuation fixed for determining a fair 
and reasonable rate. 

[4] Likewise the company strenu- 
ously complains because, although nei- 
ther side introduced evidence of price 
trends, the Commission took judicial 
notice of such frends; but even a 
casual examination of the decisions of 
the United States Supreme Court un- 
questionably discloses definite and re- 
peated sanction of this principle. 

In the case of Central Kentucky 
Nat. Gas Co. v. Kentucky R. Commis- 
sion (1933) 290 U. S. 264, 78 L. ed. 
307, 3 P.U.R.(N.S.) 384, 54 S. Ct. 
154, Mr. Justice Stone stated that 
one ground for reversal of the judg- 
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ment of the lower court was its exclu- 
son “from consideration the pro- 
found changes in values, costs of serv- 
ice, Consumption of commodities, and 
reasonable return on invested capital 
which we judicially know took place 
during the period of more than five 
years while the case was pending be- 
fore the Commission and the court.” 
Then in the ninth paragraph of the 
headnotes of that case, as reported in 
78 L. ed., appears the statement that 
“iudicial notice may be taken of 
changes in values, cost of service, con- 
sumption of commodities and reason- 
able return on invested capital which 
have taken place during the period 
while a case was pending before the 
Utilities Commission and the court.” 

In the later case of Dayton Power 
& Light Co. v. Ohio Pub. Utilities 
Commission (1934) 292 U. S. 290, 
78 L. ed. 1267, 3 P.U.R.(N.S.) 279, 
2044, 54 S. Ct. 647, Mr. Justice 
Cardozo said: “In view of busi- 
ness conditions, of which we take ju- 
dicial notice, the rate allowed 
was adequate.” Then in the twenty- 
fourth paragraph. of the headnotes of 
that case in 78 L. ed. it is stated that: 
“The Supreme Court of the United 
States takes judicial notice of business 
conditions.” 

In the Dayton Case, supra, Mr. Jus- 
tice Cardozo cites the case of Atchi- 
son, T. & S. F. R. Co. v. United States 
(1932). 284 U. S. 248, 76 L. ed. 273, 
§2 S. Ct. 146, in which Mr. Chief 
Justice Hughes said that “there can be 
no question as to the change in condi- 
tions upon which the new hearing was 
asked. Of that change we may take 
judicial notice.” Then in the second 
paragraph of the headnotes of the case 
in 76 L. ed. appears the statement that 
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“the court may take judicial notice of 
a general economic depression.” 

In view of these authorities, it is 
readily apparent that the Commission 
committed no error in this respect. 


Operating Expenses 


In the matter of operating expenses, 
the Commission apparently accepted 
and applied the testimony of the com- 
pany in the consideration and deter- 
mination of most of the items in- 
volved. That was true as to the very 
important item covering cost of cur- 
rent maintenance, including salaries, 
in which there was no reduction what- 
ever from the claims of the company. 

We shall refer particularly to the 
amount urged by the company for al- 
lowance for license contract services. 
These charges were seriously chal- 
lenged by the Commission. They 
have reference to certain services fur- 
nished the Ohio Bell Telephone Com- 
pany by the American Telephone and 
Telegraph Company and other asso- 
ciated companies, compensation for 
which was computed at a stated per 
cent of the gross revenues. 

Such license contract provides that 
the licensee was to receive from the 
licensor, in addition to all other serv- 
ices and benefits accruing to the li- 
censee, the described services and 
privileges which have been briefly 
summarized as follows: (a) The right 
to use all telephonic devices covered 
by patents owned by the licensor and 
all new improved apparatus in the art 
of telephony resulting from experi- 
mental work under the direction of 
the licensor, and protection against all 
suits for infringement. (b) The con- 
tinuous prosecution by the licensor of 
research work in the development of 
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the art and the plans designed to pro- 
mote economy and efficiency in equip- 
ment of the plant of the associated 
companies. (c) Advice in engineer- 
ing traffic, operating, commercial, ac- 
counting, patents, legal, administra- 
tive, and other matters pertaining to 
the successful conduct of the telephone 
business. (d) Advice and assistance in 
any financing required to be done by 
the licensee in the extension of its 
plant or improvement to its system, 
and assistance in marketing licensee 
securities and other necessary financial 
support. (e) The right to extend to 
subscribers of the licensee the connec- 
tions provided between its system and 
the system of other associated compa- 
nies and their subscribers. (f) Ac- 
tive assistance in connection with such 
measures as will best protect the health 
of employees and in other ways con- 
serve the high quality of service and 
maintenance by the licensor of various 
pension and insurance plans. (g) The 
right of the licensee to extend to its 
connecting companies the benefit of 
the advice and information that the 
licensee may receive from the liecnsor. 

In order that the services may be 
promptly performed, the licensor was 
to (a) render available for use of the 
Bell Company all products of the li- 
censor’s research and all inventions, 
etc., relating to the art of telephony, 
which, after investigation, are pro- 
nounced by the technical experts of 
the licensor to be of practical use; (b) 
maintain continuously an organization 
of specialists to relieve the licensee 
from the necessity of performing such 
work; (c) maintain facilities for con- 
nection between the system of the li- 
censee and the system of other asso- 
ciated companies. 
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The contract provides for full sery. 
ice between the exchange of the li- 
censee and the toll lines of the licensor 
setting out provisions for payment of 
interline service. 

[5-8] The company classifies the 
costs for services claimed to have been 
rendered, but which were rejected in 
whole or in part by the Commission, in 
the following departments: Develop- 
ment and research; information ; per- 
sonnel; public relations; treasurer’s; 
comptroller’s ; secretary’s ; administra- 
tion and general service; operations; 
depreciation of telephone instruments; 
contingent liability for patent in- 
fringement. 

The Commission was of the opinion 
that valuable service was rendered the 
Ohio Bell Telephone Company by the 
American Telephone and Telegraph 
Company, which concededly is the 
parent corporation, and that a substan- 
tial portion of the payments claimed to 
have been made to defray the costs of 
the parent company in providing such 
service should be, and they were, ac- 
cordingly, allowed. It found, how- 
ever, that a portion of the payments 
so claimed resulted in no benefit to the 
Ohio Bell Telephone Company and 
should not be included as a part of its 
operating expenses. In view of the 
uncertain and indefinite character of 
the proof based in great measure up- 
on estimate and opinion, if not con- 
jecture, it cannot be said that the find- 
ings and conclusions of the Commis- 
sion were unfair or unreasonable, and 
certainly there is no basis for finding 
that they were unlawful. 

The Commission followed the ad- 
monition of the Supreme Court of the 
United States in the Illinois proceed- 
ing reported in Smith v. Illinois Bell 
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Teleph. Co. (1930) 282 U. S. 133, 
75 L. ed. 255, P.U.R.1931A, 1, 51 S. 
Ct. 65, and Lindheimer v. Illinois Bell 
Teleph. Co. (1934) 292 U. S. 151, 78 
L. ed. 1182, 3 P.U.R.(N.S.) 337, 54 
S. Ct. 658, and endeavored to ascer- 
tain the cost to the American Tele- 
phone and Telegraph Company of the 
service furnished by it to the Ohio Bell 
Telephone Company. It did not and 
was not bound to accept fully and un- 
conditionally the statements of the 
company as to the amount claimed to 
have been paid to the parent company ; 
nor was it concluded thereby as to the 
reasonableness or propriety of such 
service; nor bound to regard the 
amount paid as the true value of such 
service to the Ohio Bell Telephone 
Company. Just as in other respects its 
findings and conclusions upon these 
items will not be disturbed unless 
shown to be manifestly against the 
weight of the evidence or in contra- 
vention of law. 

For instance, the Commission al- 
lowed the claim for engineering serv- 
ice in its entirety. On the other hand, 
it denied in its entirety the claim made 
for services rendered in its informa- 
tion department ; it having found that 
the general advertising of the Ameri- 
can Company, national in scope, did 
not relate to the Ohio Bell Company as 
such, and that such general advertising 
should not be paid by the Ohio tele- 
phone ‘users. 

The Commission found that the de- 
partment of development and research 
did much for the benefit of the asso- 
ciated companies. Its rejection of 
some of the costs and expenses claimed 
was not a proper charge because not 
related to Ohio Bell telephone opera- 
tions. These charges were for televi- 
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sion, radio, submarine, cable, and oth- 
er similar items. 

In the so-called personnel depart- 
ment, many items of cost were allowed 
as claimed, those disallowed having 
been found rather in the interest of the 
holding company than of the licensee, 
and hence not proper charges against 
the ratepayer of the operating com- 
pany. 

So also, as to the public relations 
department, the Commission found 
that no part of such cost should be 
considered in determining the rate to 
be paid by the Ohio telephone user for 
the same reason. 

The partial disallowance of the 
charges made for the treasurer’s and 
comptroller’s departments, and the to- 
tal disallowance of the charges of the 
secretary’s department and the depart- 
ment of operations, were likewise 
based upon its finding that those serv- 
ices were solely for the benefit of the 
parent company. The so-called gen- 
eral service bureau is referred to as 
a coordinating department in which 
general administration costs were in- 
cluded. It seems to be a sort of catch- 
all for items that might possibly have 
been omitted from some classification. 
The allocation was uncertain and un- 
satisfactory. The Commission was 
probably about right when it allowed 
half of the amount claimed. The 
same may be said of its allowance for 
depreciation of telephone instruments. 

It does not appear how there could 
be justification for a specific allowance 
for contingent liability for patent in- 
fringements, for it does not appear 
that there has been any actual cost to 
the American Company in the way of 
loss or damage because of patent in- 
fringements of apparatus used by the 
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Ohio Bell Telephone Company, and 
the mere possiblity is too remote and 
speculative to warrant a charge against 
the telephone user. So the Commis- 
sion found, and their finding seems 
commendable. 

We deem it unnecessary to discuss 
in detail each of these specific claims 
of expenditure for service rendered by 
the parent company. Suffice to say 
that from an examination thereof we 
are of the opinion that the conclusions 
reached by the Commission were just 
and the allowances made fair and rea- 
sonable, and hence should not be dis- 
turbed. 

The item, expense of depreciation, 
was recognized by the Commission as 
a legitimate part of the operating 
costs. The elements of maintenance 
and of essential replacements were re- 
garded as factors, and it was conceded 
that the telephone user must, as part 
of his rate, provide funds to meet the 
wear and tear upon the physical plant 
resulting from the year’s operations, 
and such expense entered into the cal- 
culations of the Commission, as dis- 
closed by its detailed findings. Its 
findings and conclusions thereon were 
apparently reached after careful con- 
sideration of the volume of testimony 
introduced and record evidence placed 
before it, and we find no warrant for 
their disapproval. 


Depreciation 

The Commission makes the unchal- 
lenged statement in its brief that: 
“With the exception of the amounts 
claimed by the company for the ex- 
pense of depreciation, license con- 
tract costs, and Western Electric pur- 
chases chargeable to expense, the Com- 
mission allowed without question all 
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of the operating expenses contende( 
for by the company.” 

There are two sections of the Gen 
eral Code of Ohio expressly dealing 
with the subject of “depreciation” ; 
relation to public utilities. 

Section 61449, General Code, pro- 
vides: ‘‘Every public utility shall car- 
ry a proper and adequate depreciation 
or deferred maintenance account, 
whenever the Commission after inves- 
tigation shall determine that a depre- 
ciation account can be reasonably re- 
quired. The Commission shall ascer- 
tain, determine, and prescribe what are 
proper and adequate charges for de- 
preciation of the several classes of 
property for each public utility. The 
charge for depreciation shall be such 
as will provide the amount required 
over and above the cost and expense of 
maintenance to keep the property of 
the public utility in a state of efficiency 
corresponding to the progress of the 
art or industry. The Commission 
may prescribe such changes in such 
charges for depreciation from time to 
time as it may find necessary.” 

It is further provided in § 614-50, 
General Code, that: “The moneys 
for depreciation charges thus provid- 
ed for shall be set aside out of the 
earnings and carried as a depreciation 
fund. The moneys in such fund may 
be expended in new construction, ex- 
tensions, or additions to the property 
of the public utility, or invested, and 
if invested, the income from the in- 
vestment shall also be carried in the 
depreciation fund. Such fund and the 
proceeds thereof, may be used for the 
purpose of renewing, restoring, re- 
placing, or substituting depreciated 
property in order to keep the plant 
in a state of efficiency. Such fund 
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and the proceeds or income therefrom 
shall be used for no purpose other than 
as provided in this section, except up- 
on the approval of the Commission.” 

In the case of Lindheimer v. Illinois 
Bell Teleph. Co. supra, at p. 347 of 
3 P.U.R.(N.S.), Mr. Chief Justice 
Hughes succinctly defines “deprecia- 
tion” as “the loss, not restored by 
current maintenance, which is due to 
all the factors causing the ultimate 
retirement of the property. These 
factors embrace wear and tear, decay, 
inadequacy, and obsolescence.” 

Upon the merger or consolidation 
of September 21, 1921, the company 
began business with property having 
a book value of $77,839,932 and a de- 
preciable value of $69,070,160. Sev- 
eral additional properties of consider- 
ably smaller valuation were acquired 
afterwards. With perhaps one excep- 


tion they were taken over at net cost, 
with no reserve for accrued deprecia- 


tion or amortization. 

The Commission found that from 
the date of merger the company pur- 
sued the policy of keeping its property 
in good condition and in a high state 
of efficiency, expending for current 
maintenance and repairs from the 
time of merger to the date certain, 
viz., June 30, 1925, the sum of 
$16,385,139, and from the date cer- 
tain to December 31, 1931, the further 
sum of $42,064,639, which the Com- 
mission denoted as liberal. 

While expending the sums men- 
tioned for current maintenance and re- 
pairs, the company’s net charges to 
reserve for depreciation from the date 
of merger to the date certain were 
$11,349,664, and from the date cer- 
tain to December 31, 1931, amounted 
to $40,956,301. 
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[9] As is pointed out in the Lind- 
heimer Case, supra, it is extremely 
difficult as a practical matter to draw 
a definite line between funds accredit- 
ed to current maintenance and repairs 
and those allocated to depreciation. It 
stands to reason that, when propor- 
tionately large amounts are expended 
in maintaining the plant of a public 
utility in a high state of efficiency and 
good condition, the amount necessary 
for depreciation expense should be 
correspondingly less. Pioneer Teleph. 
& Teleg. Co. v. State (1917) 64 Okla. 
304, P.U.R.1918A, 465, 167 Pac. 
995, L.R.A.1918C, 138. 

[10, 11] In view of our future re- 
marks on the subject of depreciation 
as it pertains to this case, it would 
now seem appropriate to call attention 
to certain pronouncements of the Su- 
preme Court of the United States in 
the Lindheimer Case, supra. It was 
there said in substance that, where a 
public utility complains that rates or- 
dered by a regulatory body are confis- 
catory, the utility “has the burden of 
making a convincing showing that 
the amounts it has charged to oper- 
ating expenses for depreciation have 
not been excessive,’ and that, since 
charges to depreciation should be rep- 
resentative of the expense occasioned 
to the public utility by the using of 
physical property employed as fixed 
capital, excessive charges for such ob- 
ject have the wrongful and indefens- 
ible effect of requiring patrons to pro- 
vide capital contributions, not to make 
good losses incurred by the utility in 
the service rendered and thus keep its 
investment unimpaired, but to secure 
additional plant and equipment upon 
which the utility expects a return. 

Since in the instant case the amounts 
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charged to depreciation were included 
in the rates imposed against the com- 
pany’s subscribers, the Commission 
felt obligated to investigate the matter 
of depreciation from the date of merg- 
er through the year 1933, to arrive 
at a fair and just result. 

There can be little argument that, 
when the consolidation of 1921 oc- 
curred, and upon the acquisition of 
additional properties, the company 
should have provided from capital 
contributions or charged to surplus the 
amount necessary to replace worn-out, 
obsolete, and useless units. 

From evidence presented the Com- 
mission found that at the date of 
merger the company’s property was 
actually in a per cent condition ap- 
proximating 83 per cent, which re- 
quired a depreciation reserve of $14,- 
638,870, but that with depreciable 
fixed capital of $69,049,424 a depre- 
ciation reserve of only $6,219,829 was 
supplied, according the property an 
erroneous per cent condition of about 
91 per cent. 

While admittedly the company made 
extensive replacements and improve- 
ments between 1921 and 1925, with 
an annual increase in depreciation re- 
serve, the per cent condition, accord- 
ing to the company’s records, steadily 
declined, reaching a low of 87.51 per 
cent on the date certain. 

Obviously, this presented an ex- 
traordinary situation, and suggested to 
the Commission that the charges to 
depreciation reserve during the initial 
years of the company’s existence were 
in excess of the inadequate amount 
furnished for depreciation at the date 
of merger, and that, in order to sus- 
tain a credit balance in the deprecia- 
tion reserve to make good the original 
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deficiency, the company included ex- 
cessive amounts for depreciation in its 
charges to current operating expenses, 
which were reflected in the rates to 
subscribers. 

In support of this conclusion, the 
Commission engaged in an elaborate 
set of calculations covering the period 
from September 21, 1921, through 
1933, included in its brief in tabulated 
form. 

This table purports to show that 
from September 21, 1921, through the 
year 1924 the company retired its 
original depreciable plant to the ex- 
tent of a net realized depreciation of 
$8,479,728, which indicated too much 
retirement in too short a time, in light 
of the erroneous 91 per cent condi- 
tion accorded the depreciable property 
by virtue of the insufficient deprecia- 
tion reserve set up in the beginning. 

Upon computations extending 
through 1933, the Commission found 
that the total charges against the 
reserve for depreciation were $59,- 
339,088, of which $38,270,252 was 
covered by the additions to the reserve 
since September 21, 1921, $6,219,829 
was covered by the reserve in exist- 
ence as of September 21, 1921, and 
$14,849,007 was representative of the 
amount of realized depreciation in ex- 
cess of the credits which had been 
made to the depreciation reserve on 
the assets replaced. 

Under a maze of figures, the con- 
tinuation of which would but lend to 
confusion, the Commission contended 
that the company should have begun 
operations with additional reserve for 
depreciation of $14,849,007, or that 
this amount should have been charged 
to surplus. 

On the basis of “per cent condition,” 
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the Commission determined that the 
company’s initial reserve for depre- 
ciation should have been $14,638,870, 
instead of $6,219,829. Such dis- 
crepancy resulted in the elimination 
of the difference, viz., $8,419,041, as 
charges against the depreciation re- 
serve, representing as it did losses 
antedating the merger, and which the 
company had charged to operating 
costs thereafter, at the expense of its 
subscribers. 

Thus the Commission was unable to 
escape the conclusion that the company 
had commenced business with a gross- 
ly inadequate depreciation reserve, and 
that this deficiency, together with ap- 
preciable replacements and changes 
made necessary by _ consolidation, 
which should have been contributed by 
capital or taken from surplus, were 
financed by abnormal depreciation 
charges and corresponding credits to 
the depreciation reserve during twelve 
and one-quarter years of the compa- 
ny’s existence, and especially up to and 
f including the year 1931. 

Substantiating its findings that the 
company from its beginning had creat- 
ed an excessive reserve for depreciation 
to absorb the amount which should 
have been furnished at the start, the 
Commission points out in its brief that 
from 1922 through 1931 the com- 
pany’s composite depreciation rate 
ranged from 5.68 per cent to 5.92 per 
cent, but that it was voluntarily re- 
duced in 1932 to 4.50 per cent, and to 
4.18 per cent in 1933, thus tending to 
show final absorption of the deficiency 
in the depreciation reserve during the 
year 1931. 

After digesting the mass of evidence 
presented to it on the question of de- 
preciation, the ultimate function of the 
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Commission was to fix a composite 
rate to be applied annually from the 
year 1925 to maintain a proper de- 
preciation reserve. 

It is to be remembered that the 
Commission did not challenge the 
charges of the company for mainte- 
nance and repairs, which were gener- 
ous, or any depreciation expense ex- 
cept the major item relating to tele- 
phone plant and equipment. Neither 
did it disturb the depreciation expense 
charged between September 21, 1921, 
and the year 1925, which was found to 
be excessive. The future was its con- 
cern in the light of what had trans- 
pired in the past. 

Proceeding to fix the annual com- 
posite rate for depreciation expense, 
effective from 1925, the Commission 
found that from the date of merger to 
the date certain the company annually 
charged as depreciation expense an 
average composite rate of 5.50 per 
cent, and that its net charges to reserve 
for depreciation during the same time 
were equal to an annual composite rate 
of 3.74 per cent. 

Taking into consideration the sub- 
stantial sums spent by the company in 
the years preceding and following the 
date certain for maintenance and re- 
pairs, and that the depreciable proper- 
ty of the company was in a good, im- 
proved, and up-to-date condition as of 
June 30, 1925, the Commission decid- 
ed that a composite rate of 4 per cent 
was just and fair to provide for an- 
nual statutory depreciation, and that 
it should be applied from 1925 for- 
ward. 

It appears in the case of Pub- 
lic Utilities Commission v. Michi- 
gan State Teleph. Co. (1924) 228 
Mich. 658, P.U.R.1925C, 158, 169, 
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200 N. W. 749, 754, that the Com- 
mission had fixed a rate of deprecia- 
tion at 4 per cent of the total fair 
value of the company’s depreciable 
property. The supreme court of 
Michigan in upholding such action 
said : 

“Probably in a majority of the cases 
a higher rate has been sustained. But 
this is a question of fact depending 
largely upon the character, nature, and 
age of the property in question, and il- 
luminated somewhat by the experience 
of the company respecting the subject. 
And it must not be overlooked that, as 
the cases show, many minor replace- 
ments and repairs and maintenance 
are made and charged to operating ex- 
pense. In practice, this contributes 
considerably toward keeping the prop- 
erty intact. The Commission in its 
opinion reviews the question at length, 
and states fully the experience of the 
company respecting the rate of depre- 
ciation and the accumulation of the 
fund. The rate fixed is comparatively 
low, but in the light of the facts of 
this case, we must decline to hold it 
confiscatory.” 

As authority for the proposition 
that the past experience of a public 
utility affords a tenable foundation up- 
on which to establish the rate that 
should be allowed in the future for an- 
nual depreciation, the Commission re- 
lied on the case of Smith v. Illinois 
Bell Teleph. Co. supra. 


$84,330,894 as of the date certain, the 
amount allowed for depreciation ex- 
pense for the year 1925 at 4 per cent 
was $3,373,236. The Commission 
further prescribed that depreciation 
expense for subsequent years should 
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be based on the determined value of 
the depreciable property at the date 
certain plus net additions thereto, 
Consequently, from the years 1925 to 
1933, inclusive, the depreciation allow. 
ance to the company under the Com 
mission’s order amounted to $45,266,- 
614, being some $17,267,353 less than 
claimed by the company upon higher 
composite rates and higher valuation, 
which it contends are reasonable. 
Naturally, the company registers 
vigorous protest to the methods pur- 
sued by the Commission, arguing that 
it had no right to rest its calculations 
on the period preceding the date cer- 
tain, disregarding the actual retire- 
ment losses of the company during the 
time for which refunds were ordered. 
The company earnestly maintains that 
its actual realized retirement losses 
from 1925 to 1933, inclusive, were 
$8,364,256, and that its true expense 
of depreciation during such time was 
some $16,000,000, which no one dis- 
putes, and that they have been entirely 
ignored through the erroneous course 
adopted by the Commission ; to which 
the Commission replies that, if the 
company had commenced business 
with a proper depreciation reserve of 
$14,638,870 instead of $6,219,829, 
and if certain properties acquired since 
September 21, 1921, had had reason- 
able depreciation reserves, the com- 
pany would have had an ample reserve 


zon December 31, 1933, of $14,652,- 
The value of the company’s depre- -'468 


ciable property having been fixed at” 


The conflict between the company 
and the Commission is apparent. The 
former insists that computations 
should be confined to the period be- 
tween 1925 and 1933, while the latter 
has seen fit to extend its inquiry to the 
beginning of the company’s existence. 
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“Depreciation” is inherently a com- 
plex subject. It becomes more so 
when the particular enterprise under 
consideration is of great magnitude 
and millions of dollars are involved. 
In weighing and dissecting the evi- 
dence, a knowledge of law plays a 
minor part. One attempting a com- 
prehensive grasp of the intricacies pre- 
sented should be both a skilled engi- 
neer and a competent accountant, 
versed in the problems peculiar to the 
public utilities field. 

We have made a conscientious ex- 
amination of the voluminous evidence 
relating to “depreciation,” and have 
analyzed it to the best of our ability 
with regard to the conflicting conten- 
tions of the adverse parties. There 
being substantial support for the find- 
ings and order of the Commission on 
this feature of the case, they will be 
permitted to stand. 


Rate of Return 


[12-14] The company complains 
that the rate of return allowed by the 
Commission is inadequate and confis- 
catory. The ratés of return allowed 
by the Commission are as follows: 
Seven per cent for the years 1925 to 
1929, inclusive; 63 per cent for each 
of the years 1930 and 1931; and 54 
per cent for each of the years 1932 
and 1933. These rates they find and 
declare were ample in the light of the 
economic conditions existing during 
the periods involved. A rather recent 
case dealing with this question is that 
of Illinois Bell Teleph. Co. v. Gilbert, 
3 F. Supp. 595, 606, P.U.R.1933E, 
301, 317, in which there is a discussion 
of the question quite timely and ap- 
propriate to the case before us. From 
that case we quote the following: 
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“A public utility enjoying the ad- 
vantages of plaintiff is not entitled to 
the large earnings made by many un- 
dertakings during periods of great 
prosperity. On the other hand, its re- 
turn in times of business adversity 
should not be reduced to the extent 
that the earnings of many private cor- 
porations have been impaired. The 
range of from 7} per cent to 5} per 
cent as found in this case gives weight, 
in our opinion, to all of the elements 
which under the ruling of the supreme 
court we are required to consider.” 

The court took judicial notice of the 
general decline in corporate earnings 
during the years 1931 and 1932, and 
said: “It is for this reason that we 
have fixed 64 per cent as the proper 
rate of return for 1931 and 54 per cent 
as the proper rate of return for 1932.” 

In Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission, su- 


pra, at p. 294 of 3 P.U.R.(N.S.), the 
Supreme Court of the United States, 
in approving as adequate a rate of 


return of 63 per cent, said: “In view 
of business conditions, of which we 
take judicial notice (Atchison, T. & S. 
F. R. Co. v. United States [1932] 284 
U. S. 248, 260, 76 L. ed. 273, 52 S. 
Ct. 146), the rate allowed was ade- 
quate. 

A rate of return deemed reasonable 
under generally prevailing normal eco- 
nomic conditions may be excessive in a 
period of economic depression, and a 
rate of return deemed reasonable in a 
period of depression may be wholly in- 
adequate and confiscatory in a period 
of general prosperity. That a general 
economic depression prevailed during 
the years here considered requires no 
proof, and this court will, even as the 
Supreme Court of the United States 
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did (supra), take judicial notice of 
that fact. The fact that the prevailing 
economic depression is reflected in a 
reduction in the rate of the return al- 
lowed to a utility does not necessarily 
render the rate of return allowed con- 
fiscatory where the reduction made is 
reasonable in the light of prevailing 
conditions. 

Another recent case in point, decid- 
ed iri February, 1925, is Chesapeake & 
P. Teleph. Co. v. Whitman, 3 F. (2d) 
938, P.U.R.1925D, 407, 440, wherein 
the court approved a 6 per cent return 
on the value of the telephone company 
property, and held that, since the tele- 
phone company was an integral part of 
a nation-wide system and was assisted 
in its financing by the corporation con- 
trolling it, the rate of return allowed 
was not confiscatory. The court said: 
“If the present company stood alone, 
either in the sense that it had, unaided, 
to look after its own financing, or that 
it did not form what is in reality an 
integral part of a nation-wide system 
we might well doubt whether a return 
of 6 per cent would be sufficient to en- 
able it to raise the money necessary to 
its growth, and, therefore, it may be, 
to its life; but such is not the case. 
It is owned and altogether controlled 
by the American Telephone and Tele- 
graph Company, hereinafter styled the 
National Company. In partial return 
for a substantial annual sum paid by 
it to the National Company, the latter 
has agreed to assist it in its financing. 

All that we hold is that, if the 
company be allowed as much as 6 per 
cent its property has not been confis- 
cated.” 

In the instant case, the Commission, 
in its opinion, finds that the company 
“enjoys a virtual moropoly in the ter- 
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ritory in which it operates ; its business 
constitutes one of the most substantial 
and profitable utility businesses in the 
state; its properties are favorably lo- 
cated in serving many of the large and 
thriving communities of Ohio; its 
management is of a high grade of 
efficiency; its financial position, be- 
cause of its subsidiary character, is of 
a very high order, and it has been able 
by reason thereof to secure funds for 
its additions and betterments without 
going into the open market for money 
and there is no indication that it will 
be required to enter the public market 
for finances in the immediate future. 
It may be said the element of risk to 
the investor as applied to this company 
is negligible.” 

In Smith v. Illinois Bell Teleph. Co. 
supra, at p. 14 of P.U.R.1931A, the 
court said: “In determining what is 
a confiscatory regulation of rates, it is 
necessary to consider the actual effect 
of the rates imposed in the light of the 
utility’s situation, its requirements, and 
opportunities. As was said in United 
R. & Electric Co. v. West, 280 U. S. 
234, 249, 74 L. ed. 390, P.ULR. 
1930A, 225, 228, 50 S. Ct. 123, a rule 
as to the rate of return cannot be laid 
down which would apply uniformly 
to all sorts of utilities ; ‘what may be a 
fair return for one may be inadequate 
for another, depending upon circum- 
stances, locality, and risk.’ In that 
case the court restated the general rule 
in the language of the opinion in Blue- 
field Water Works & Improv. Co. v. 
West Virginia Pub. Service Commis- 
sion, 262 U. S. 679, 692, 67 L. ed. 
1176, 1182, P.U.R.1923D, 11, 20, 43 
S. Ct. 675, 679, as follows: ‘What 
annual rate will constitute just com- 
pensation depends upon many circum- 
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stances, and must be determined by the 
exercise Of a fair and enlightened 
judgment, having regard to all rele- 
vant facts. A public utility is entitled 
to such rates as will permit it to earn 
a return on the value of the property 
which it employs for the convenience 
of the public equal to that generally 
being made at the same time and in 
the same general part of the country 
on investments in other business un- 
dertakings which are attended by cor- 
responding risks and uncertainties; 
but it has no constitutional right to 
profits such as are realized or antici- 
pated in highly profitable enterprises 
or speculative ventures. The return 
should be reasonably sufficient to as- 
sure confidence in the financial sound- 
ness of the utility and should be ade- 
quate, under efficient and economical 
management, to maintain and support 
its credit and enable it to raise the 
money necessary for the proper dis- 
charge of its public duties.’ 

“Tt is evident that in the present 
case we are not dealing with an ordi- 
nary public utility company, but with 
one that is part of a large system or- 
ganized for the purpose of maintain- 
ing the credit of the constituent com- 
panies and securing their efficient and 
economical management.” 


In the case of Wabash Valley Elec- 
tric Co. v. Young, 287 U. S. 488, 77 
L. ed. 447, P.U.R.1933A, 433, 53 S. 


Ct. 234, the court held that a rate of 
return of 7 per cent for a public utility 
company supplying electricity would 
not be deemed so inadequate as to 
amount to a taking of property with- 
out due process because after taking 
care of debts and dividends there 
might be nothing left for surplus, 
where it appeared that the company 
had a surplus equal to nearly 28 per 
cent of its total stock and funded debt 
liability, and the fact that it was a sub- 
sidiary of a company by which its 
stock and securities were owned, and 
which also owned and financed other 
similar companies, made it reasonable 
to conclude that it was in a more fa- 
vorable financial situation than if it 
were a disconnected enterprise. 

From a consideration of these au- 
thoritative decisions, it must be con- 
cluded that the rate of return allowed 
by the Commission is fair and just, 
and hence should not be disturbed. 

Upon the entire record we are of 
opinion that the findings and conclu- 
sion of the Public Utilities Commis- 
sion of the state are neither unlawful 
nor unreasonable. Its order is there- 
fore in all respects affirmed. 

Order affirmed. 


Weygandt, C. J., and Stephenson, 
Williams, Matthias, Day, and Zim- 
merman, JJ., concur. 


Jones, J., not participating. 
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UNITED STATES DISTRICT COURT, E. D. LOUISIANA 


Southern Bell Telephone & Telegraph 
Company 


Louisiana Public Service Commission et al. 


(15 F. Supp. 1057.) 


Commissions, § 58 — Assessments against utilities — Statute applying only to 
corporations. 

1. Act No. 20 of the Second Extraordinary Session of the Legislature of 
Louisiana for the year 1934, imposing upon “public service and public 
utility corporations” the burden of paying expenses incurred by the Public 
Service Commission in examining the affairs of such corporations to enable 
the Commission to fix and regulate rates, applies only to corporations and 
does not mean that natural persons are within the intendment of the act, 
p. 487. 


Commissions, § 58 — Assessments against utilities — Constitutionality of statute 
— Discriminatory application — Penalty. 

2. A statute (Act 20 of the Second Extraordinary Session of the Legislature 
of Louisiana for the year 1934) imposing upon public service and public 
utility corporations the burden of paying expenses incurred by the state 
Commission in examining the affairs of such corporations to enable the 
Commission to fix and regulate rates, and providing, as a penalty for failure 
to make payment, that the Commission revoke the certificate of authority 
to do business until the full amount is paid, even if construed as applying 
to natural persons as well as corporations, is not saved from unconstitution- 
ality since there would still be a penalty enforceable against corporations 
and no penalty enforceable against natural persons because the latter possess 
no certificate of authority that could be revoked, p. 487. 


Statutes, § 14 — Construction — Scope of title. 

3. Act 20 of the Second Extraordinary Session of the Legislature of Louisi- 
ana for the year 1934, imposing upon public service and public utility corpo- 
rations the burden of paying expenses incurred by the state Commission in 
examining the affairs of such corporations to enable the Commission to fix 
and regulate rates, if so construed as to apply to natural persons as well 
as to corporations, would be so construed as to include a subject not in 
the title, in violation of § 16 of Art. 3 of the Constitution of Louisiana for 
the year 1921, p. 487. 


Commissions, § 58 — Assessments against utilities — Validity of statute — Dis- 
criminatory application. 
4. Act 20 of the Second Extraordinary Session of the Legislature of Louisi- 
15 P.U.R.(N.S.) 482 
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ana for the year 1934, imposing upon public service and public utility cor- 
porations the burden of paying expenses incurred by the state Com- 
mission in examining the affairs of such corporations to enable the Com- 
mission to fix and regulate rates, when construed as applying to corpora- 
tions and not to natural persons, violates the equal protection clause of the 
Fourteenth Amendment, since it places an unjust burden upon a corpora- 
tion because it is a corporation, which burden is not placed upon natural 
persons engaged in the same identical business, p. 488. 


Commissions, § 58 — Assessments against utilities — Unauthorized orders. 


5. A telephone company which is ordered by the state Commission to pay 
to the Commission a sum of money to meet expenses incurred in examining 
the affairs of such corporation to enable the Commission to fix and regulate 
rates would, if enforced, deprive the corporation of property without due 
process of law, since Act 20 of the Second Extraordinary Session of the 
Legislature of Louisiana for the year 1934, even if constitutional, does not 
grant to the Commission power to render any orders directing the cor- 
porations to pay to the Commission any sum of money whatsoever, nor 
is any such power conferred upon the Commission by the Constitution and 
statutes of the state, p. 488. 


Commissions, § 58 — Assessments against utilities — Invalid order — Purpose 
of assessments. 


6. Commission orders directing a public service corporation to pay to the 
Commission expenses incurred in examining the affairs of the corporation 
should be decreed constitutionally invalid when the uncontroverted facts 
show that the demand for payment is for work which was not done for 
the purpose of being used in any investigation being made by the Com- * 
mission in proceedings pending before it but was in fact done, if done at 
all, for the purpose of aiding the Commission in sustaining in court an 
order already entered after investigation reducing the rates of the cor- 
poration, and when the amount demanded is unreasonable and excessive 
and includes sums to be paid for the benefit of others than those employed 
by the Commission and includes sums greater than are to be actually received 
by those who have done the actual work involved, under Act 20 of the 
Second Extraordinary Session of the Legislature of Louisiana for the year 
1934, which imposes upon public service and public utility corporations the 
burden of paying the expenses incurred by the state Commission in ex- 
amining the affairs of such corporations to enable the Commission to fix 
and regulate the rates of such corporations, p. 488. 


Courts, § 15 — Jurisdiction of Federal court — Suit against state officers — 
Absence of rate controversy. 


Statement that a suit by a telephone company to restrain enforcement of 
state Commission orders imposing upon the corporation the expense of a 
Commission investigation of the affairs of the corporation is not affected 
by the Johnson Act, which withdraws from the Federal district court juris- 
diction over orders affecting rates chargeable by a public utility, p. 489. 


(Hutcueson, C. J., dissents.) 


[August 26, 1936.] 
483 15 P.U.R.(N.S.) 
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B= of complaint by telephone corporation against Louisiana 

Public Service Commission and individual members there- 

of to enjoin enforcement of orders directing the corporation to 

pay certain sums to defray the costs of investigation by the 
Commission; decree granted. 


APPEARANCES: James C. Hen- 
riques, E. D. Smith, and John T. 
Goree, Attorneys, for plaintiff; Gas- 
ton L. Porterie, Attorney General, 
state of Louisiana; Peyton R. San- 
doz and James P. O’Connor, Special 
Assistants to the Attorney General; 
William C. Dufour and Henry 
O’Connor, Attorneys, for defend- 
ants. 

Before Foster and Hutcheson, Cir- 
cuit Judges, and Borah, District 


Judge. 


BoraHu, District Judge: Plaintiff, 
a New York corporation, conducting 
a general telephone business in the 
state of Louisiana brings this its bill 
of complaint against the Louisiana 
Public Service Commission and the 
individual members thereof to enjoin 
the defendants from enforcing or 
attempting to enforce the provisions 
of Act No. 20 of the Second Extraor- 
dinary Session of the Legislature 
of Louisiana for the year 1934 and 
to enjoin the enforcement of two cer- 
tain orders entered in the cause enti- 
tled “Louisiana Public Service Com- 
mission v. Southern Bell Telephone 
and Telegraph Company, Inc., No. 
2428 of the docket of the Louisiana 
Public Service Commission” which 
orders direct plaintiff to pay to the 
Commission the sums of $9,128.63 
and $4,097.66, and which orders it 
is alleged were issued under color of 
authority claimed to be granted by 
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the provisions of the aforesaid act 
authorizing the imposition of the 
cost of investigation upon the utility 
being investigated. 

Upon the filing of the bill a tem- 
porary restraining order was issued 
without notice restraining the en- 
forcement of the statute and orders 
against the plaintiff because of the 
danger of irreparable injury being 
done to plaintiff before the matter 
could be heard on notice. The cause 
is now pending before a district court 
of three judges which was organized 
and convened to hear plaintiff's appli- 
cation for an interlocutory injunc- 
tion. 

The verified pleadings and affida- 
vits filed herein show that plaintiff 
owns and operates a telephone system 
in the state of Louisiana furnishing 
intrastate and interstate telephone 
service, both toll and exchange, to 
the general public; that in order to 
properly conduct its business it has 
acquired and does own and use real 
estate and personal property in the 
state valued at more than $20,000,000, 
which property consists of buildings, 
poles, wires, cables, conduits, man- 
holes, switchboards, and other tele- 
phone equipment, the vast majority 
of which could not be moved out of 
the state, and if required to be moved 
would be practically worthless except 
for its junk value. 

In addition plaintiff has connecting 
company contracts with forty-two in- 
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dividuals, copartnerships, and/or cor- 
porations operating telephone plants 
and furnishing telephone service, both 
toll and exchange, in the state of 
Louisiana. Of these forty-two con- 
tracts, twenty-seven are with individ- 
uals and/or copartnerships; the re- 
maining fifteen cover telephone com- 
panies operated by corporations. Of 
the twenty-seven individuals or co- 
partnerships, eleven own toll lines of 
their own and the balance connect di- 
rectly with plaintiff’s toll lines; and 
the character and kind of telephone 
service, exchange and toll, furnished 
by the individuals and copartnerships, 
is the same character and kind of tel- 
ephone service, both toll and ex- 
change, as is furnished by plaintiff in 
the state of Louisiana. 

A history of the facts which gave 
rise to this controversy reveals that 
during the latter part of the year 1934 
the Louisiana Public Service Commis- 
sion issued an order requiring plain- 
tiff to show cause why the telephone 
exchange rates in various towns and 
cities in the state of Louisiana should 
not be reduced ;- hearings were had in 
this proceeding which is known as 
Case No. 2331 of the docket of the 
Commission, and on March 2, 1935, 
an order was entered reducing the 
telephone exchange rates (8 P.U.R. 
(N.S.) 1). Plaintiff promptly filed 
a suit in the state court contesting the 
order and the cause was set down for 
hearing on May 25, 1935, and there- 
after continued to August 8, 1935, 
at the request of the Commission in 
order that it might be afforded an op- 
portunity to offer certain evidence to 
rebut the evidence of plaintiff. In due 
course judgment was rendered annul- 
ling and setting aside the order, 
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whereupon an appeal was taken by de- 
fendants to the supreme court of Lou- 
isiana ‘where the matter is now pend- 
ing. 

Prior to the date of the filing of 
its suit in the state court contesting 
the order of March 2, 1935, plaintiff 
without admitting the constitutional- 
ity of Act No. 20 of the Second Ex- 
traordinary Session of 1934 or the 
legality of the orders rendered under 
said act paid to the Commission the 
sum of $30,000 for. the alleged pur- 
pose of being used in payment of ex- 
pert fees and other matters. These 
payments were made before the de- 
cision of the case as a matter of pol- 
icy on account of the insistent de- 
mands made upon plaintiff by the 
Commission and its then attorney and 
not because plaintiff believed they 
were due or collectible or that the act 
or the orders were constitutional, and 
upon making the last payment the de- 
fendants were duly informed that its 
orders directing plaintiff to pay money 
to it were null and void and that in 
the future plaintiff would make no 
more payments to the Commission. 

After its suit was filed in the state 
court and after the first hearing was 
had and the plaintiff had been put to 
its proof to show that the order re- 
ducing the rates was null, void, and 
confiscatory, the Commission issued a 
citation directed to plaintiff ordering 
it to appear before the Commission 
at such time and place as may here- 
after be designated and then and there 
show cause why its rates, charges, and 
practices for telephone service within 
the state should not be further inves- 
tigated to determine the latest operat- 
ing results within the state of 
Louisiana, etc. This order was is- 
15 P.U.R.(N.S.) 
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sued on May 31, 1935, in Proceeding 
No. 2428 of the docket of the Com- 
mission and the unchallenged proof 
shows that it was issued for the pur- 
pose of obtaining information which 
defendant thought would be heipful 
to it in defending its rate order, and 
that it then proceeded to employ ex- 
perts and accountants and has subse- 
quently sought to make plaintiff pay 
for these services as evidenced by the 
hereinafter referred to orders, though 
no services were ever had before the 
Commission in this proceeding. 

On September 14, 1935, without 
any notice or hearing being afforded 
to plaintiff, the Commission rendered 
the following order : 

“The Louisiana Public Service 
Commission having instituted and 
now being engaged in the above- 
styled investigation of the rates, 


charges, and practices of the South- 


ern Bell Telephone and Telegraph 
Company within the state of Louisi- 
ana, and the said investigation requir- 
ing the services of counsel, engineers, 
accountants, and technical advisers, 
and Act No. 20 of the Second Ex- 
traordinary Session of the Legisla- 
ture of Louisiana for 1934 requiring 
public utilities to pay the costs in- 
curred in such investigations, it is 

“Ordered, that the said Southern 
Bell Telephone and Telegraph Com- 
pany, Inc., be and it is hereby direct- 
ed to immediately pay to the Louisi- 
ana Public Service Commission the 
sum of $9,128.63 covering balance 
due in connection with said expenses 
incurred during the months of June, 
July, and August, 1935, as per de- 
tailed statement attached hereto, prop- 
erly certified.” 

Divers amendatory orders there- 
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after issued from time to time extend- 
ing the effective date of the order to 
June 25, 1936. On May 28, 1936, 
the Commission again without notice 
or hearing to plaintiff rendered Order 
No. 1725 which is couched in lan- 
guage identical with that found in 
Order No. 1654 save as to the man- 
datory provision thereof, and which 
provides : 

“Ordered, that the said Southern 
Bell Telephone and Telegraph Com- 
pany, Inc., be and it is hereby direct- 
ed to pay on or before June 25, 1936, 
to the Louisiana Public Service Com- 
mission the sum of $4,097.66 cover- 
ing’ assessments due in connection 
with said expenses incurred during 
the period from September 1, 1935, 
to May 1, 1936, as per detailed state- 
ments attached hereto, properly cer- 
tified, said sums being in addition to 
amount covered by the Commission’s 
Order No. 1654 of September 14, 
1935.” 

The bill charges that these two or- 
ders directing plaintiff to pay to it 
the sums of $9,128.63 and $4,097.66 
were issued under color of authority 
claimed to be granted by the provi- 
sions of Act 20 of the Second Ex- 
traordinary Session of the Legislature 
of Louisiana for the year 1934, and 
asserts that said act as well as the 
orders are respectively violative of 
the equal protection and due process 
clauses of the Fourteenth Amend- 
ment. It is further claimed that the 
statute is violative of § 16, Art. III 
of the Constitution of Louisiana for 
the year 1921. 

Plaintiff contends that the statute 
here under review imposes a burden 
on corporations that is not imposed 
on individuals or copartnerships do- 


486 





SOUTHERN BELL T. & T. CO. v. LOUISIANA PUB. SERV. COM. 


ing a like business, and to thus place 
a different and more onerous burden 
upon plaintiff because it is a corpora- 
tion for the privilege of doing busi- 
ness in Louisiana is a denial to it of 
the equal protection of the laws guar- 
anteed to it by the Fourteenth Amend- 
ment. 

Act 20 of the Second Extraor- 
dinary Session of the Legislature of 
Louisiana for the year 1934 is set 
forth in its entirety in Art. 17 of the 
petition. The object of the act, as 
expressed by the title, is to impose 
upon “public service and public util- 
ities corporations” the burden of pay- 
ing the expenses incurred by the Lou- 
isiana Public Service Commission in 
examining the affairs of such corpo- 
rations to enable the Commission to 
fix and regulate the rates of such cor- 
porations; to provide for the em- 
ployment and fees of engineers, con- 
sultants, etc., necessary to conduct 
such examinations, and payment 
thereof by the corporation examined ; 
to provide the “kind of corporations 
which shall be governed by this act.” 
Section 1 provides that whenever the 
Commission shall make an examina- 
tion of the affairs of any “public 
service or public utilities corporation” 
for the purpose of fixing and regu- 
lating rates or services, all expenses 
incurred by the Commission shall be 
paid by “the corporation’ so exam- 
ined. Section 2 provides that it is 
the duty of the Commission “to certi- 
fy to the corporation” being exam- 
ined the amount of expenses incurred, 
whereupon “the corporation” shall 
pay the amount so certified to such 
person or persons thus employed. 
Section 3 provides that should “any 
company” fail or refuse to pay the 
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amount of expenses certified after fif- 
teen days or after final judgment 
where a rule has been taken to test 
the reasonableness and legality of the 
amount of expenses certified, then the 
Commission “may revoke the certif- 
icate of authority of such company to 
do business until the full amount of 
same is paid.” Section 4 provides 
“That the provisions of this act shall 
apply to all kinds of public service 
and public utilities corporations doing 
business in this state, or applying for 
admission to do business, whose rates 
or service is, in whole or in part, sub- 
ject to the regulation of the Louisiana 
Public Service Commission.” 

[1-3] It would violate every prin- 
ciple of statutory construction to hold 
that this plain language really means 
that natural persons are within the 
intendment of the act. . To attribute 
such a secret, hidden, and indirect 
purpose to those who passed the stat- 
ute is, in effect, to charge the law- 
makers with saying one thing and 
meaning another. Nothing said in 
Van Dyke v. Geary (1917) 244 U. S. 
39, 61 L. ed. 973, 37 S. Ct. 483, 
justifies such a pronouncement. Nor 
would a construction that the act ap- 
plies to natural persons save the act 
from _unconstitutionality. There 
would still be a penalty enforceable 
against corporations and no penalty 
enforceable against natural persons 
because the latter possess no certifi- 
cate of authority that could be re- 
voked. Furthermore, a construction 
that this act applies to natural persons 
as well as corporations would be to 
construe the act to include a subject 
not in the title in violation of § 16 of 
Art. 3 of the Constitution of Louisi- 
ana for the year 1921. Harmon & 
15 P.U.R.(N.S.) 
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Stringfellow v. Legrande (1922) 151 
La. 253, 91 So. 726; Verrett v. Savoie 
(1932) 174 La. 844, 141 So. 854. 

[4] Holding as we do that the act 
applies solely to public service and 
public utility corporations it follows 
that an unjust burden is placed upon 
plaintiff because it is a corporation, 
which burden is not placed upon nat- 
ural persons engaged in the same 
identical business. As thus construed 
and applied the statute violates the 
equal protection clause of the Four- 
teenth Amendment. 

[5] Even if the statute was consti- 
tutional there is no power granted 
by said act to the Commission to ren- 
der any orders directing plaintiff to 
pay to it any sum of money whatso- 
ever nor is any such power conferred 
upon it by the Constitution and stat- 
utes of the state, consequently their 
enforcement would deprive plaintiff 
of property without due process of 
law. Louisiana Pub. Service Com- 
mission v. Morgan’s Louisiana & T. 
R. & Steamship Co. 264 U. S. 393, 
68 L. ed. 756, P.U.R.1924C, 860, 44 
S. Ct. 358. 

[6] The constitutional invalidity 
of the orders in controversy should 
be decreed for the further reason that 
the uncontroverted facts show that 
said demand for payment is for work 
which was not done for the purpose 
of being used in any investigation 
being made by the Commission in 
proceedings pending before it, but was 
in fact done, if done at all, for the 
purpose of aiding the Commission in 
sustaining in court an order already 
entered after investigation reducing 
the rates of plaintiff; that the amount 
demanded is unreasonable and exces- 
sive and includes sums to be paid for 
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the benefit of others than the account- 
ants and experts employed by the 
Commission and includes sums great- 
er than are to be actually received by 
the accountants and experts who have 
done the actual work involved. 

In view of the foregoing we deem 
it unnecessary to consider the further 
grounds of attack. 

Let a decree be prepared and pre- 
sented in accordance herewith. 


HutcuHeson, C. J., dissenting: I 
find myself unable to agree with the 
majority opinion, either in regard to 
the result arrived at, or the reasons ad- 
vanced in support of it. The nature 
of the questions involved justifies, | 
think, a statement of my reasons. 
Boiled down, the controversy is over 
the validity of Act 20 of the Louisi- 
ana Legislature, Second Extraor- 
dinary Session, 1934, requiring public 
service corporations to pay the ex- 
penses of rate examinations and two 
certificates of the Louisiana Public 
Service Commission purporting to 
have been issued to complainant un- 
der it. 

On complainant’s part it is insisted 
(1) that the act discriminatorily ap- 
plies to corporations when at least as 
to telephone exchanges, there are in- 
dividual operators in the state. (2) 
That the certificates are invalid, 
because directing the assessments to 
be paid to the Commission instead of, 
as the statute provides, to the persons 
the Commission employed. (3) That 
the certificates are invalid, because 
not true in fact and in law, in that 
(a) the expenses certified were not 
incurred in an examination of plain- 
tiff’s affairs for the purpose of fixing 
and regulating its rates, but in con- 
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nection with a law suit over them, and 
(b) the amounts certified as due the 
various persons named are false and 
excessive. 

Respondents have moved to dismiss 
on the ground (1) that the John- 
son Amendment, 28° USCA, § 41, 
withdrawing jurisdiction from the 
district courts of orders affecting 
rates chargeable by public utilities de- 
prives the Federal district court of 
jurisdiction. (2) That the Johnson 
Act aside, there is no jurisdiction in 
equity, because the act complained of 
in providing for a plenary suit to test 
the reasonableness and legality of the 
Commission’s orders and, for their 
suspension until finally adjudged valid, 
furnishes a complete and adequate 
remedy at law. 

On the merits as to the act, re- 
spondents urge that it is not discrim- 
inatory, but equal in its terms; (a) 
because in its intent and reach it 
includes all public services in the state, 
whether operated under corporate or 
company management, and (b) be- 
cause if it can be limited in its appli- 
cation to public services operated un- 
der corporate management, it does not 
work a discrimination against com- 
plainant whose great size and state- 
wide ramifications present problems 
in the examination of its affairs for 
rate making wholly different from 
those presented by the very few and 
insignificant noncorporate exchanges. 

On the merits as to the complaint 
against the orders, that they direct 
payment to the Commission instead 


of to the persons employed, respond- 
ents point out that the certificates have 
attached to them detailed statements 
of the amounts due and payable to 
each of the persons employed, that the 
statute provides that the corporation 
examined shall pay the amount so cer- 
tified to those persons, and that com- 
plainant can completely satisfy the or- 
ders by doing so. They assert, there- 
fore, that the point made against the 
orders is not a substantial one for 
equitable cognizance, but a mere quib- 
bling pretext. Finally as to the claim 
that the certificates are false in fact, 
because concerned with expenses in- 
curred not in an examination for the 
purpose of fixing and regulating 
rates, but in connection with court 
proceedings, and that the amounts 
due are falsely stated, respondents 
deny both of these claims and assert 
that they are prepared to and will 
show that the certificates are truly 
and lawfully made. 

I agree with the majority that the 
Johnson Act invoked by respondents 
has no application to this case. The 
orders in question are plainly not or- 
ders affecting rates chargeable by a 
public utility, jurisdiction over which 
is withdrawn by that act from the 
district court. 

I think it plain, however, that the 
provision in § 2 of the questioned 
statute,’ for a plenary suit to test the 
reasonableness and legality of the 
certificates furnishes a complete and 
adequate remedy at law and that suit 
in equity to enjoin may not be sus- 





1 “Provided, however, that should the corpo- 
ration deem the amount of the expenses so 
certified to be unreasonable or contrary to 
the provisions of this act, it may, within 
fifteen days after the receipt of such certificate, 
take a rule in a court of competent jurisdiction 
against the Louisiana Public Service Commis- 
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sion, to test the reasonableness and legality 
under this act of the amount of expenses cer- 
tified to by the Louisiana Public Service Com- 
mission, which rule shall be tried by prefer- 
ence and upon appeal shall be gi~en prefer- 
ence in the appellate court, as provided by 
law for other state cases.” 
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tained. The suit provided for is a 
judicial one. It is not a mere contin- 
uation of administrative action, as in 
Porter v. Investors Syndicate (1932) 
286 U. S. 461, 76 L. ed. 1226, 52 S. 
Ct. 617. Neither is it a special suit 
limited to a particular tribunal as was 
the case in City Bank Farmers Trust 
Co. v. Schnader (1934) 291 U. S. 
24, 78 L. ed. 628, 54S. Ct. 259. The 
provision for suit in general, and un- 
der it plaintiff, a nonresident, has its 
election to file in either the state or 
the Federal court. MacMillan v. 
Texas R. Commission (1931) 51 F. 
(2d) 400; Reagan v. Farmers Loan 
& Trust Co. (1894) 154 U. S. 362, 
38 L. ed. 1014, 14S. Ct. 1047; Chicot 
County v. Sherwood (1893) 148 U. 
S. 529, 37 L. ed. 546, 13 S. Ct. 695. 

If this were the majority, instead 
of merely a dissenting opinion, this 
view that no equitable case is present- 


ed, would make unnecessary any fur- 


ther statement of views. The ma- 
jority opinion, however, has affirmed 
jurisdiction, and has discussed and 
decided all of the contentions made. 
This obliges the dissenter, if he 
would do a thorough job of dissent- 
ing, to take up in order and discuss 
them too. 

First, then, I cannot at all agree 
with the majority that “it would vio- 
late every principle of statutory con- 
struction” to hold that noncorporately 
operated exchanges are within the in- 
tendment of the act. With deference, 
I think the conclusion of the major- 
ity opinion is drawn from its unsound 
premise, that “to hold that the act 
should be construed to include in its 
terms all public utilities however 
owned and operated, would be to at- 
tribute a secret, hidden, and indirect 
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purpose to the legislators.” I do not 
think that such a purpose should be 
attributed to them. I do not think a 
holding that, since the character of the 
ownership, whether corporate or incor- 
porate, was wholly immaterial to the 
ends the statute had in view, it should 
be assumed that the legislature used 
the word “corporation” to present 
the characteristic, though not defini- 
tive form under which public services 
were conducted in Louisiana, would 
impute any secret intention to them. 
If, in an endeavor to arrive at the just 
and reasonable construction of the 
act, we focus our minds, as we must 
assume the legislature did, not upon 
words, but upon the problem with 
which the act had to deal, and if, in 
focusing, we see that with the ex- 
ception of a very few exchanges, in- 
significant in number, and infinitesi- 
mal in size, substantially all of the 
telephone companies in Louisiana are 
in corporate form, and presumptively, 
since there is no evidence to the con- 
trary, all other kinds of public serv- 
ice and public utilities are in that 
form, it seems to me it is much more 
reasonable to treat the word “corpo- 
ration” as a characterization, rather 
than a definition. Such a construc- 
tion does not, it seems to me, impute 
to the legislature any “hidden, secret, 
or indirect purpose.” It merely 
gives effect to the principal apparent 
purpose of the legislature to localize 
the costs of investigation. On the 
other hand, the construction the ma- 
jority opinion gives the act in over- 
throwing it, necessarily imputes to the 
legislature, I think, a secret, hidden, 
and indirect purpose to punitively and 
unconstitutionally discriminate. 

The general principles of construc- 
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tion seem to me to support the view 
of the statute for which respondents 
contend. It is uniformly held that 
unless the context requires a defini- 
tive, restrictive meaning wherever the 
word “person” is used in a statute, 
corporations will be held to be includ- 
ed. McKinley v. Wheeler (1889) 
130 U. S. 630, 32 L. ed. 1048, 9 S. 
Ct. 638. 

Van Dyke v. Geary (1917) 244 
U. S. 39, 61 L. ed. 973, 37 S. Ct. 
483, and the cases it cites, hold in ef- 
fect that an act of this character will, 
wherever possible, that is, unless it 
clearly and plainly appears that a def- 
inite limitation is intended, and dis- 
crimination has thus resulted, be con- 
strued not under canons of verbal 
nicety, but so as to give effect to its 
principal apparent purpose. 

I think in the light of that purpose, 
and of the evidence as to the over- 
whelmingly predominant character in 
Louisiana of the corporate form of 
public service, it is not an unreason- 
able, but a reasonable, construction of 
the act to hold that the words “com- 
pany” and “corporation” were used in 
it as characterizations, and not as defi- 
nitions, and that it includes within its 
terms all public services and utilities, 
whether operated under corporate or 
noncorporate form. 

But I regard this as immaterial, 
for I think it perfectly. plain that if 
the statute be construed as limited to 
corporations, it works no discrimina- 
tion of which plaintiff can complain. 
The protection of the Fourteenth 
Amendment against unequal laws is 
directed against not theoretical, but 
real, discrimination. Where burdens 
are laid on one whose actual condi- 
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tions are greatly different from oth- 
ers not so burdened, he or it cannot 
claim discrimination because those 
others, dissimilarly situated, are not 
subject to them. Where, as here, 
there are a very few small exchanges, 
none operated in the name of, but 
some owned by, individuals, having 
from one hundred to three hundred 
subscribers, it seems quite unreason- 
able to me to say that a statute and 
orders of this kind, charging the ex- 
penses of rate examination against the 
Southern Bell Telephone Company, 
having exchanges aggregating 126,- 
000 subscribers violates the Four- 
teenth Amendment because it does 
not in terms apply to these individual- 
ly owned exchanges. 

Constitutional law goes upon the 
rule of right reason. It must be prac- 
tically laid down and practically ap- 
plied. Laws cannot be stricken down 
as discriminatory unless the discrim- 
ination plainly appears; that is, unless 
it appears that there is no basis on 
which reasonable minds could agree 
that classification was justly made. 
Whitney v. California (1927) 274 U. 
S. 357, 71 L. ed. 1095, 47 S. Ct. 641; 
Fort Smith Lumber Co. v. Arkansas 
ex rel. Arbuckle (1920) 251 U. S. 
532, 64 L. ed. 396, 40 S. Ct. 304; 
Florida C. & P. R. Co. v. Reynolds 
(1902) 183 U. S. 471, 46 L. ed. 283, 
22 S. Ct. 176. 

If the law had in terms imposed the 
expenses of investigation on large con- 
cerns, with complicated systems of ac- 
counting and method like that of com- 
plainant, and had also in terms ex- 
pressly exempted small individually 
owned exchanges, with a few subscrib- 
ers, it would clearly not have been dis- 
criminatory. This kind of law is sus- 
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tained on the ground that it really 
takes nothing from the utility, for 
while the charges are primarily paid 
by it, they are figured in the rate base 
and ultimately paid by the public. 
They are sustained on the ground that 
expenses of this kind, which public 
regulation makes necessary, ought to 
be borne not by the general public, but 
by those who receive the benefit of the 
service. Washington R. & Electric 
Co. v. District of Columbia (1935) 
77 F. (2d) 366. The legislature 
might well believe that the expenses 
of investigating an exchange of one 
hundred or three hundred subscribers 
would be so infinitesimal as that the 
general public might properly absorb 
it. It seems quite clear to me, then, 
that the case is not controlled by 
Quaker City Cab Co. v. Pennsylvania 
(1928) 277 U. S. 389, 72 L. ed. 
927, 48 S. Ct. 553, and Liggett Co. 
‘v. Baldrige (1928) 278 U. S. 105, 
73 L. ed. 204, 49 S. Ct. 57, but by 
White River Lumber Co. v. Arkansas 
ex rel. Applegate (1929) 279 U. S. 
692, 73 L. ed. 903, 49 S. Ct. 457. If 
the legislature of Arkansas could 
justly make special provision for 
the collection of back taxes against 
corporations without making those 
provisions against individuals, it 
would seem clear to me that the 
legislation of Louisiana could re- 
quire the payment by complainant of 
rate investigation charges without 
making the same provision as to the 
very few small individually owned 
telephone exchanges. If plaintiff’s 
claim is that while its own situation 
is quite different from that of the 
individual owners, the law applies not 
only to it but to other corporately 
owned exchanges, some of which have 
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as few or fewer subscribers than some 
of those individually owned, the short 
and sufficient answer is that plaintiff 
may not make such a claim. Under 
the Fourteenth Amendment each one 
affected by laws must complain for 
himself. If and when the Commis- 
sion undertakes to make a rate in- 
vestigation in connection with any of 
the few small corporately owned ex- 
changes, and charges them with the 
expenses of it, it will be time enough 
for the particular exchange affected 
to make its point that there is discrim- 
ination as between it and the individ- 
ually owned exchanges. Plaintiff can- 
not use this supposititious situation and 
the wrongs supposed to result from it, 
to strike the statute down. In my 
opinion, the statute as to plaintiff is 
clearly valid, and plaintiff is subject 
to reasonable requirements under it. 
Coming to the orders themselves, I 
cannot at all agree with the majority 
opinion that they may be enjoined be- 
cause they require payment of the 
amounts called for in them to the 
Commission, and not, as the statute 
provides, to the persons performing 
the work. While I agree that in this 
direction the orders do not comply 
with the statute, the point is, I think, 
a mere quibble, since the accounts of 
each person on whose behalf the or- 
ders are made, are attached to the or- 
ders and payment to them would, un- 
der the statute, be a complete compli- 
ance with both statute and orders. 
Finally, as to the conclusion of the 
majority on the merits of the orders, 
that they were wrongly issued, not for 
expenses incurred in connection with 
a rate investigation, but for those in- 
curred in a court trial, and that they 
do not truly state the facts as to the 
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expenses actually incurred, it seems to merits of the order is to be taken, it 

me that the conclusion is reached on seems to me that the conclusion on 

wholy insufficient data. the merits ought to be reserved until 
If jurisdiction to examine into the after they have been heard, 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Public Service Commission of Pennsylvania 


Vv 


Blue Mountain Consoliduid Water 
Company 


[Complaint Docket No. 11221.] 


Security issues, § 1 — What constitutes — Change in bond interest rate. 
1. A change in the interest rate on bonds, accomplished by delivery of the 
bonds to the company by the owners, the substitution of a lower interest 
figure for the existing figure wherever it appears on the face of the bonds, 
and the return of the bonds to the owners, constitutes an issuance of securi- 
ties within the provisions of the Public Service Company Law, p. 494. 
Security issues, § 41 — Commission jurisdiction — Authorization — Change in 
interest rate. 
2. The Commission has jurisdiction over the changing of the interest rate 
on bonds issued by a public utility corporation, and the making of such 
a change without the approval of the Commission constitutes a violation of 
the Public Service Company Law, p. 494. 


[September 29, 1936.] 


R™ to show cause why a public utility corporation should 
not apply for and secure Commission approval before con- 
summating changes in interest rates of outstanding bond 
issues; motion to dismiss refused, rule to show cause made 
absolute, and corporation ordered to secure approval of 
Commission prior to making any change in interest rate. 


¥ 


By the Commission: This matter apply for and secure Commission ap- 
is before us upon a rule to show cause proval before consummating certain 
why Blue Mountain Consolidated Wa- changes in the interest rates of two 
ter Company, respondent, should not outstanding bond issues. A motion to 
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dismiss and an answer have been filed, 
and hearing had. The issue arises by 
reason of the provisions of Art. III, 
§ 4, of The Public Service Company 
Law (66 PS, §§ 201, 202) which 
read, in part, as follows: 

“Upon the approval of the Commis- 
sion, evidenced by its certificate of 
public convenience first had and ob- 
tained, and not otherwise, and upon 
compliance with existing laws, it shall 
be lawful for any public service com- 
pany— 

“(a) To issue stocks, trust certifi- 
cates, bonds, notes, or other evidences 
of indebtedness or other securities, 
payable in periods of twelve months or 
more after the date thereof, and now 
er hereafter to be authorized, herein- 
after collectively termed ‘securities,’ 
in the manner prescribed by law, for 
and only for money, labor done, or 
money or property actually received, 
in accordance with the requirements 
of the Constitution and the laws of 
the commonwealth. 


“All stocks, trust certificates, bonds, 
notes, or other evidences of indebted- 
ness or other securities, issued in vio- 
lation of the requirements of the Con- 
stitution and the laws of the common- 
wealth pertaining to the constitutional 
requirements, and all fictitious in- 
creases of stocks, trust certificates, 
bonds, notes, or other indebtedness or 
securities, shall be void. 


“Before issuing, disposing of, guar- 
anteeing, or assuming liability on any 
securities, every public service com- 
pany shall file with the Commission 
an application, in such form as the 
Commission may, from time to time, 
determine and prescribe; . . . and 
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in determining whether to approve or 
disapprove an application for the is- 
suance of securities, the Commission 
is hereby authorized to regulate and 
control the character and amount 
Wes ke 

[{1, 2] A stipulation submitted of 
record contains the material facts of 
the case. It appears therefrom that 
the reduction of interest rate is to be 
accomplished by the delivery of the 
bonds to the company by the owners, 
the substitution of the lower interest 
figure for the existing figure wherever 
it appears on the face of the bonds, 
and the return of the bonds to the 
owners. The sole question for deci- 
sion is whether or not these facts, or 
any of them, constitute an issuance 
of securities within the quoted provi- 
sions of the Public Service Company 
Law. We think it will be illuminating 
to consider a hypothetical case. 

Suppose that the Blue Mountain 
Consolidated Water Company pro- 
posed to refund its existing first mort- 
gage 5 per cent bonds by creating a 
new series of first mortgage bonds 
bearing a 1 per cent lower interest 
rate, a different date for maturity, and 
new redemption provisions, and de- 
livering the new bonds in exchange 
for those now outstanding. Under 
such circumstances, we think no one 
would question (nor have any of the 
many companies involved in such cir- 
cumstances questioned) that the crea- 
tion and delivery of the new bonds 
would constitute an issuance subject 
to our approval. Further, suppose a 
proposed new issue has neither a dif- 
ferent maturity date nor new redemp- 
tion provisions, but that the sole dif- 
ference between the two issues is the 
interest rate. Can it be said that if a 


494 





PUBLIC SERVICE COM. OF PA. v. BLUE MOUNTAIN CONSOL. W. CO. 


bond issue differs from its predecessor 
in three characteristics, the creation 
and delivery of those bonds constitute 
an issuance, but if only one charac- 
teristic is altered, the creation and de- 
livery do not constitute an issuance? 
In our opinion, proper and reasonable 
interpretation of the law requires a 
negative answer to this question. 

The company in this case has con- 
tracted with its bondholders to do cer- 
tain things, one of which is to pay in- 
terest upon the principal loaned at a 
given rate per year. If this arrange- 
ment is altered in any respect, it is no 
longer the old contract, but a new and 
different one, even though the new 
contract is not newly printed nor en- 
graved, but written as an amendment 
upon the old bonds. When the Blue 
Mountain Consolidated Water Com- 
pany alters the interest rate figure on 
the face of the bonds it will create a 
new bond issue, after which the new 
bonds will be delivered to the public 
in consideration for their previous 
surrender of the old bonds. 

Section 20a (2) of the Interstate 
Commerce Act (49 USCA, 20a (2) ) 
provides: “It shall be unlawful for 
any carrier to issue any share of cap- 
ital stock or any bond or other evi- 
dence of interest in or indebtedness of 
the carrier (hereinafter in this section 
collectively termed ‘securities’ ) ‘ 
unless the Commission by or- 
der authorizes such issue or assump- 
tion.” 

This provision has been accepted by 


the carriers to mean that any change in 
the interest rate of outstanding securi- 
ties must be approved by the Interstate 
Commerce Commission. Instances of 
applications made under such a con- 
struction are numerous, among them 
Re Bonds of Chicago & W. I. R. Co. 
(1925) 94 Inters. Com. Rep. 491; 
Re Bonds of Northern Central R. Co. 
(1927) 124 Inters. Com. Rep. 253; 
Re Extension of Georgia, C. & N. R. 
Co. Bonds (1929) 154 Inters. Com. 
Rep. 379; Re Bonds of Lime Rock R. 
Co. (1929) 154 Inters. Com. Rep. 
563. Furthermore, although § 20a of 
the Interstate Commerce Act was 
adopted February 28, 1920, and be- 
came effective 120 days after that 
date, it does not appear that any car- 
rier, during the subsequent period, has 
suggested that either a reduction or an 
increase in the interest rate of a secu- 
rity does not constitute an issue of 
the security. 

No case, with facts wholly analog- 
ous to those here involved, has come 
before this Commission since July 1, 
1933, the date when the Commission 
became vested with power to control 
security issues. However, of the 189 
securities applications filed since that 
time, 22 sought approval of the ex- 
tension of the maturity dates on 
$6,695,100 of obligations. In one of 
these 22 cases the Commission also 
approved a reduction in interest rate, 
and in another it approved an increase 
of interest rate. A graphic represen- 
tation of this situation is as follows: 


15 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


3. D, 
No. 


19 Albion Telephone Compan 


Company 


y 
*26 Thirteenth and Fifteenth Sts. Passenger Railway Co. of 


City of Philadelphia 


*35 Hestonville, Mantua & Fairmount Passenger Railroad Co. 


Years 

Maturity Interes; 
Amount Extension Change 
$5,000 


436,000 9 


*37 Empire Passenger Railway Company of Philadelphia ... 
*42 The Catherine & Bainbridge Streets Railway Co. of the 


City of Philadelphia 


*50 Philadelphia & Willow Grove St. Railway Comey - 


104 Fairmount Park Transit Company 
110 Honesdale Consolidated Water Co. 


134 Morris Water Company (This case disapproved) 


164 Lehigh Valley Transit Company 
**165 Easton Transit Company 
**167 Easton Transit Company 

169 Pennsylvania Motor Company 


**170 Allentown Bridge Company ........... 


Number of cases: 


eeeeeeeee eeesece 


$6,695,100 


14 out of 189 filed between July 1, 1933, and Sept. 15, 1936. 


* Accompanied by applications of Philadelphia Rapid Transit Company for approval of con- 


tinuance of guaranty. 


** Accompanied by applications of Lehigh Valley Transit Company for approval of continuance 


of guaranty. 


The purpose of the security provi- 
sions of The Public Service Company 
Law is to protect the public against 
the issuance of securities in excessive 
amounts or for other than statutory 
purposes. These provisions are de- 
signed not merely for the protection 
of the investing public, but also to in- 
sure the preservation of the credit of 
public service companies so that, when 
funds are required for additional or 
improved facilities for serving con- 
sumers, they may be obtained prompt- 
ly, without prohibitive discounts. It 
should be noted further that where ex- 
cessive capitalization exists, the public 
service company is constantly pressed 
to earn dividend and interest returns 
thereon, in consequence of which it is 
impelled to establish and maintain ex- 
cessive rates. Where public service 
companies are financially mismanaged, 
the general public suffers. Each ad- 
ditional security issue, each variation 
in the interest rate of security issues, 
each change in maturity date, has its 
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effect upon the ability of the company 
to serve the public. We feel that the 
legislature has placed upon this Com- 
mission the duty to investigate all sig- 
nificant changes in the security struc- 
tures of public service companies 
where such changes might adversely 
affect the public, and has conferred up- 
on us the power to forbid changes not 
in the public interest. In our opinion, 
a variation in the interest rate of a 
security constitutes an important 
change in that security, and a change 
which might well be fraught with 
danger to the public. 

The importance of interest rate as 
a bond characteristic may be gathered 
from the fact that, in the financial 
community, the interest coupons, like 
the face amount, are considered as 
debts payable in the future, and the 
prices of securities are fixed with this 
fact in mind. In every case where 
there is no doubt of the issuer’s ability 
to pay, and hence no speculative ele- 
ment involved, the value of a bond is 
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equal to the sum of two factors: first, 
the present value of the face amount, 
determined by discounting that 
amount for a number of years equal 
to the time between the date of pur- 
chase of the bonds and the date of its 
maturity ; second, the present value of 
all future interest payments, which are 
considered as an ordinary annuity—a 
fixed amount payable each vear during 
the life of the bond. A person paying 
$1,000 today for a $1,000 second 
mortgage 6 per cent bond of Blue 
Mountain Consolidated Water Com- 
pany, due in 1960, would be buying: 


Present value of $1,000 face amount 
payable 24 years hence 

Present value of $30 interest payable 
each half year for 24 years 


$242.00 
758.00 
$1,000.00 


The interest factor is thus more 
than three times as important as the 
principal amount of the bond. The 
variation of values due to interest 
changes may be seen quite clearly if we 
consider the case of an investor who 
wishes to buy a $1,000 bond to yield, 
say, 44 per cent. For a Blue Mountain 
Consolidated Water Company second 
mortgage bond bearing a 6 per cent 
coupon rate, he would pay $1,219, but 
if the coupon rate is reduced to 5 per 
cent, as proposed, he would pay only 
$1,073. Similarly, on a 44 per cent 
yield basis, the Blue Mountain Con- 
solidated Water Company first mort- 
gage bonds due in 1947 are each worth 
$1,043 today, since they bear a 5 per 
cent coupon rate; changing this rate 
to 4 per cent results in a decline in 
value of the bond to $957. 

Principles of sound financing re- 
quire that the amount of bonds issued 
by a public service company shall not 
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exceed the maximum upon which the 
company has reasonable prospects of 
paying interest, with a margin to pro- 
vide for future capital requirements. 
Conservation of the credit of public 
service companies, by control of both 
the principal amount of securities is- 
sued and the fixed charges thereon, is 
a matter of major public interest. 
That the legislature intended to con- 
fer upon the Commission power to ex- 
ercise such control is shown by the 
specific authorization “to regulate and 
control the character and amount” of 
security issues, and the character of a 
security issue obviously comprehends 
such matters as maturity date and in- 
terest rate. 

It is, of course, true that a reduction 
in interest rate will tend to improve 
the credit of the issuing company, but 
that is a consideration relating to a 
determination of reasonableness, not 
to a determination of jurisdiction. 
We are not here concerned with the 
reasonableness or propriety of the con- 
templated changes, but solely with the 
preliminary question of whether or 
not this Commission has jurisdiction 
to determine the necessity or propriety 
of the change. 

We are of opinion and find that any 
change in the interest rate of the 
$500,000 first mortgage bond issue of 
Blue Mountain Consolidated Water 
Company, respondent, or in the inter- 
est rate of the $300,000 second mort- 
gage bond issue of that company, will 
constitute an issue of bonds under Art. 
III, § 4(a) of The Public Service 
Company Law, and that the making 
of such a change or changes without 
the approval of this Commission will 
constitute a violation of The Public 
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Service Company Law. It follows 
that the motion to dismiss the rule to 
show cause should be refused, and the 
rule made absolute; therefore, 

Now, to wit, September 29, 1936, 
it is ordered: That the motion to dis- 
miss the rule to show cause be and is 
hereby refused. 

It is further ordered: That the rule 


to show cause be and is hereby made 
absolute. 

It is further ordered: That the Blue 
Mountain Consolidated Water Com- 
pany, respondent, secure the approval 
of the Public Service Commission of 
the commonwealth of Pennsylvania 
prior to making any change in the in- 
terest rate of any outstanding securi- 
ties. 





MAINE SUPREME JUDICIAL COURT 


Damariscotta-Newcastle Water Company 


Itself 


(— Me. —, 186 Atl. 799.) 


Appeal and review, § 56 — Exceptions to ruling — Exclusion of evidence. 


1. The court, in considering exceptions to Commission rulings excluding 
evidence offered to show the price for which utility property was purchased 
by its present owner, need not decide whether or not such ruling was tech- 
nically correct, since substantial prejudice by reason of the exclusion must 


be shown, p. 494 


Valuation, § 409 — Admissibility of evidence — Purchase price — Receiver’s sale. 


2. The exclusion by the Commission and failure of the Commission to con- 
sider evidence as to the price paid for utility property by the present owner 
when the property was purchased at a receiver’s sale is not erroneous, since 
such price is of small consequence in determining true worth, p. 499. 


Appeal and review, § 53 — Grounds for reversal — Commission findings of fact. 
3. Findings of fact by the Public Utilities Commission will not be disturbed 
if supported by any substantial evidence, p. 500. 

Rates, § 619 — Water — Fire protection — Number of hydrants — Other factors. 


4. The number of hydrants is not controlling on what a town should pay 
for fire protection service, but the size of mains, the pressure, and the 
amount of storage all are important factors which enter into the cost of 


this service, p. 


[September 1, 1936.] 


15 P.U.R.(N.S.) 


498 





DAMARISCOTTA:NEWCASTLE WATER CO. v. ITSELF 


apnea to rulings of Public Utilities Commission in 
proceeding to determine reasonableness of water rates; 
exceptions overruled. 


Argued before Dunn, C. J., and 
Sturgis, Barnes, Thaxter, Hudson, 
and Manser, JJ. 

APPEARANCES: Ernest L. McLean, 
of Augusta, for plaintiff; George A. 
Cowan, of Damariscotta, and Pattan- 
gall, Williamson & Birkenwald, of 
Augusta, for defendants. 


THAXTER, J.: This case is before 
us on exceptions to certain rulings of 
the Public Utilities Commission. The 
Damariscotta-Newcastle Water Com- 
pany, which furnishes water to the 
towns of Damariscotta and Newcastle, 
filed a complaint with the Commission 
against itself seeking an increase in its 
rates. As a basis for such relief it 
asked the Commission to determine 
the rate base and the investment on 
which it should be entitled to a fair 
and reasonable return. The inhabi- 
tants of Damariscotta appeared in the 
hearings and claim to be aggrieved by 
the rulings of the Commission. 

There are three exceptions before 
this court. The first is to the exclu- 
sion of evidence offered to show the 
price for which the utility was pur- 
chased in 1924 by its present owner. 
The second is to the failure of the 
Commission to consider such price. 
These two exceptions are substantially 
the same and will be considered to- 
gether. The third exception is to the 
order of the Commission concerning 
the amount to be paid by the town of 
Damariscotta for fire service. 

The property here in question has 
been subject to numerous vicissitudes. 
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In 1919, it was sold to the Twin Vil- 
lage Water Company; a receiver for 
this corporation was appointed in 
1922; and the property was bought 
from the receiver in 1924 by its pres- 
ent owner. The Commission exclud- 
ed evidence as to the price paid at such 
sale. 

[1, 2] It is unnecessary for us to 
decide whether or not such ruling was 
technically correct. Substantial prej- 
udice by reason of the exclusion must 
be shown. Ina recent case where the 
issue concerned the factors which de- 
termine value for purposes of taxa- 
tion, this same question was discussed. 
It was there said that the purchase 
price might be considered, if the prop- 
erty was not sold under stress or un- 
der unusual conditions. The property 
there involved was sold at a receiver’s 
sale, and the case holds that such price 
is of small consequence in determining 
its true worth. Sweet v. Auburn 
(1935) 134 Me. 28, 180 Atl. 803. 
There is nothing in the case of Fogg 
v. Hill (1842) 21 Me. 529; Norton 
v. Willis (1882) 73 Me. 580, 581, 
and Mullen v. Eastern Trust & Bank- 
ing Co. (1911) 108 Me. 498, 81 Atl. 
948, which conflicts with such prin- 
ciple. 

A glance at the findings of the 
Commission indicates that careful con- 
sideration was given to the essential 
elements which establish the value of 
such a property. After the exhaustive 
analysis which the Commission has 
made of the value, it would be futile to 
send this case back with directions to 
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consider an element, which at best this 
court has said is of minor importance, 
and especially where there is absolute- 
ly nothing to indicate that such pro- 
cedure would have any tendency to 
change the result. 

Though it is true that under the 
provisions of Rev. Stats. 1930, Chap. 
62, § 67, in hearings before the Pub- 
lic Utilities Commission the ordinary 
rules of evidence apply, yet the mere 
erroneous admission or exclusion of 
evidence will not invalidate an order 
of the Commission. Substantial prej- 
udice must be affirmatively shown. 
See Northern P. R. Co. v. Department 
of Public Works, 268 U. S. 39, 44, 
69 L. ed. 837, P.U.R.1925D, 93, 45 
S. Ct. 412; United States v. Abilene 
& S. R. Co. (1924) 265 U. S. 274, 
288, 68 L. ed. 1016, 44 S. Ct. 565. 

[8, 4] The Commission found that 
some increase in the income of the 
company was justified, and also that 
the revenue from fire service had not 
produced a proper proportion of the 
total revenue. Findings of fact by 
the Public Utilities Commission will 
not be disturbed, if supported by any 
substantial evidence. Hamilton v. 
Caribou Water, Light & P. Co. 121 
Me. 422, P.U.R.1922E, 801, 117 Atl. 
582; Re Samoset Co. 125 Me. 141, 
P.U.R.1926C, 855, 131 Atl. 692; Gay 


v. Damariscotta~-Newcastle Water Co #f 
131 Me. 304, P.U.R.1932E, 300, 162%, } 
Atl. 264. There is nothing to indicate 
that the findings of the Commission 
on these points are not fully justified, 
for the evidence on which they are 
based is not before us. 

The town, however, appears to cen- 
ter its attack on the method which the 
Commission used to determine the 
amount of increase, which the town 
should pay for fire service. The town 
had twenty-one hydrants. The Com- 
mission made no determination of the 
sum that should be charged per hy- 
drant, but ruled that Damariscotta 
should pay $4,500 for fire service in- 
stead of $2,835 which it had been pay- 
ing, and that the company should in- 
stall nine additional hydrants without 
cost to the town. Counsel contend 
that this order in effect forced the 
town to take nine additional hydrants 
which it did not want and did not 
need. We cannot accept this view. 
The number of hydrants is not con- 
trolling on what the town should pay. 
The size of mains, the pressure, and 
the amount of storage all are impor- 
tant factors which enter into the cost 
of this service. Certainly, in the ab- 
sence of evidence, we cannot hold that 
the Commission’s method of arriving 
at the result was not proper. 

Exceptions overruled. 





15 P.U.R.(N.S.) 
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LECTRUNITE 
Steeltubes 


STHE MODERN RACEWAY FOR ELECT, p, 
c 


il" eS Srtevee 


~ 


re 


POSITIVE, UNIFORM PROTECTION 





AGAINST RUST AND CORROSION 


AT EVERY POINT 


The conduit system which encloses 
trical wiring is only as resistant to 
attack of rust and corrosion as its 
akest point. With this thought in 
ind, ELECTRUNITE Steeltubes is 
pcessed to insure UNIFORM protec- 
n at every point. 


he electric resistance welded steel 
bing is, in itself, resistant to corrosion, 
ing made from basic open-hearth cold- 
led strip steel. To increase this resist- 
e, a tight coating of zinc is applied 
iformly to every part of the surface 
an exclusive electrical method. In 
is way the positive protection of zinc 
evenly distributed —not unnecessarily 
nvy here nor dangerously thin there. 


The coating is remarkably smooth 
d tight. It will not flake or 
nck under severe bending. And, 


cLecraicauy 


because ELECTRUNITE Steeltubes is 
threadless, there are no threads to cut— 
the galvanizing is not broken by vises, 
dies or pipe wrenches—there is no dam- 
age to the protective coating at boxes 
and connections, because simple com- 
pression type threadless couplings and 
connectors are used. 


Thus, when you specify genuine 
ELECTRUNITE Steeltubes, you in- 
sure long life in the electrical system 
through positive, uniform protection 
against rust and corrosion. In addition, 
through ease of handling and instal- 
lation, and through the patented 
knurled inside surface that makes wire 
pulling easier, you save money for your 
client in lower installation costs. See 

Sweet’s Catalog or write us for 
complete information. 


suesipiany oF 


CORPORATION 





Electrical Division 


“Steel and Tubes Azc. 


WORLD'S LARGEST PRODUCER OF ELECTRICALLY WELDED TUBING Knurled mside finish avail- 


able in ‘2,4 and 1" sizes. 





Ct bv. Ba ee ss OHIO Patent No 1.962.876 
When writing Republic Steel Corporation (or Steel and Taubes, Inc.) for further information, please address Department PF. 
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ONLY 


QUALITY 


CAN 
“TAKE IT” 


A fighter and a Water Meter have this in common: both 
must have what it takes to take punishment. No matter 
what you save on the first cost of any Water Meter, if it 
hasn’t QUALITY materials and construction put into it 
by a reputable maker, it’s a bad bargain. Trident and 
Lambert Water Meters have this Quality. It shows up in 
low maintenance, sustained accuracy. New interchange- 
able parts wipe out the wear of years, fitting easily into 
the oldest models, whose basic design will never 
become obsolete. A water meter for every serv- 

ice. Neptune Meter Company (Thomson Meter 
Corp.), 50 West 50th Street (Rockefeller Center), 

New York City... also... Neptune Meters, Ltd., 
Toronto, Canada. 


= Trident & Lambert 
Water Meters Split- 

Case type for instal- 

lations where frost is 

not apt to cause dam- 

age. Also made in 

Frost-Proof type with 


and LAMBERT W. ATER METERS Breakable Bottom. 
OVER 6 MILLION MADE AND SOLD 
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CRESCENT 


for economical, lasting SERVICE 


<—linned annealed copper conductors 





<—30% long-life rubber insulation 


<—Colored weatherproof flame retarding cotton braid 
<——Concentric tinned copper neutral conductors 


<—Flat galvanized steel armor 


<—Double moistureproof tape belt 


<—Weatherproof saturated heavy cotton braid 


«<——Flame retarding finish suitable for painting color of 
supporting surface 





SIGNAL CABLE—CONTROL CABLE—PARKWAY CABLE—MAG- 
NET WIRE—RUBBER POWER CABLE—LEAD COVERED CABLE— 
VARNISHED CAMBRIC CABLE—WEATHERPROOF WIRE 


All types of Building Wire and all kinds of Special Cables to meet A.S.T.M., A.R.A., 
SERVICE LP.C.E.A., and all Railroad, Government and Utility Companies’ specifications. 


NTRANCE 
CABLE 


indeomatie 
atory 
Type SE 

Style ABN 
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~< ‘6 Two 
ik TWIN STRAINERS 
* ; os . , Size 12 in.—installed ahead 
a “aN, fp of the circulating pumps, 


serving a surface con- 
denser in a utility plant. 





They insure clear water — complete protectio 
of pumps, condensers, and other water-handli 
equipment against solid matter which wou 
STR Al ERE cause damage. Their twin compartments mez 
uninterrupted service — one side is always worl 
S av e ing, while the other may be opened for cleani 
the basket which catches debris. Cleaning 
quick and easy. 


tro uble Twin Strainers are used in utility plants 


circulating water lines to medium-sized conde 
sers, in service water lines, lubricating and fu 
oil lines. Sizes 2’ to 42”, large sizes moto 
operated. Also built in single types. 

Ask for Bulletin A-6. 


A-230 


GIO D Crancan 


Accessories Department: JEANNETTE, PA. 
District Offices in Principal Cities 
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e coil maintains its shape under short circuits 


HE tendency toward low impedance in 
distribution transformers brings to the 
front the importance of a transformer coil 
h maintains its shape under heavy short 
its. Pennsylvania’s Circular Coil offers 
distinct advantage, because, being circular 
hape, it is radially and axially balanced 
inst short circuit stresses. 


proper distribution of stresses eliminates 
sive strain in any part of the coil and 
ents stretching of wire and possible crack- 
of insulation. 


All Pennsylvania Transformers 
have Circular Coils 








mnsylvania Transformer Company 
Island Avenue PITTSBURGH, PA. 
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Cutting C1 Bad Debt Loss 


To 
ths of one P 


8/100 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 


connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


[S& DICTOGRAPH - TELEMATIC 
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BEAT| 


LIGHTNING’S TRIPLE THREAT 





WITH 3: POINT PROTECTION 


ek jet 


ARRESTERS DESIGNED FOR 
THE NEW CONNECTIONS 


Blown fuse outages can be cut 33 to 50%... 
transformer burnouts 40 to 90%...and cus- 
tomer service interruptions about 50%... by 
using the new lightning arrester arrangements 
(interconnection or 3-Point Protection) instead 
of the standard connection. These facts are 
confirmed by carefully compiled records of 
numerous utilities. 


These records also show, however, that the new.. 
connections impose more severe duties on the 
lightning arresters and greatly increase the 
mortality of the conventional arrester. That's 
why Westinghouse designed the new LV—and 
its ability to withstand the increased duty has 
been proved by more than two hundred thou- 
sand arrester-years’ service. 

Get detailed information on the advantages of 
3-Point Protection and the new LV arresters 
from our representative or from 5-N, Westing- 
house, East Pittsburgh, Pa. 4 60028 


Westinghouse 
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HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

*& Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 


—UNIT 
pees IS FAST 
ECONOMICAL 


EFFICIENT 
DURABLE—SAFE 

















Wire or write for complete details. 


A. J. LINDEMANN & HOVERSON CO. 
Milwaukee Wisconsir 
New York Chicago San Francisco 


ELECTRIC RANGES 
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aARRISON 


The Modern DRY Method of 
FIRE Extinguishment 





ULLETIN NO. 6—for the information of PUBLIC UTILIT Y EXECUTIVES 





Garrison Insures Against 
Interrupted Service 
Losses 


Garrison DRY Compound is a non-conduc- 
tor of electricity. Doesn’t evaporate, freeze, 
or deteriorate. Damages nothing but fire. 
Is “the safest and quickest method of getting 
oil fires involving electrical equipment under 
control” (Utility Committee report). 





Garrison Fire-Detecting elements can be 
placed inside transformers, condensers, tur- 
bine sets, etc., as well as in exposed areas. 
Such elements (systems) can be arranged 
so as to automatically and instantly actuate 
Garrison apparatus upon detection of a dan- 
gerous heat condition. 


GARRISON EQUIPMENT is today stand- 
ing guard over one of the largest munici- 
pally-owned turbo-generating stations in the 
country. 





Send for our New Brochure—‘The Modern 
Dry Method of Fire Extinguishment’”’ 


Sole Exclusive Manufacturing and Sales License under 

al! Du Gas Company patents—U. S. Patents 1,793,420, 

1,839,658, 1,866,981, and others issued, and patents 

applied for—and foreign patents both issued and 

bending—as well as under Garrison “patent applica- 
tions pending.” 


A BAD FIRE . . . 250 gallons of oil, and 20 
gallons of gasoline in a pit 20 * 10 feet, 12 
inches deep. Burning 3 minutes. 





Extinguished in 27 seconds, with Garrison 
Dry Compounp. 


\carrison/ GARRISON ENGINEERING CORPORATION 


Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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WHEN YOU Specify KISC 


Automatic Water Feedeis 
Ja st Return-to-Boiler System: 


Boiler Room Protectors -— 


| > 
Performance eee eee 7 





designed for dependable service. 


Turning Waste Into Profits 


This plant operator quickly recognized the los: 
which were being suffered prior to the installatic 
of the Kisco Return-to-Boiler System. 


This individual system replaced several ste 
operated appliances. The increased efficiency 
the boiler and equipment in the plant quick 
registered. 


There is a good reason why Kisco is “The Choi 


of the Well-Informed.” 


Write for Bulletin P.U. 12-2 and Learn Mo 
About Kisco Boiler Protection. 


KISCO BOILER & ENGINEERING CO 


4333-35 DUNCAN AVE., ST. LOUIS, MO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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POTLIGHT 


Zell) Wc WW Nic] <3 
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Play up 


ROBERTSHAW 












as0 40 OVEN-HEAT-CONTROL 
HOT 
0“ re) ‘ SI i 
e) o 
ay Pati ¥ Ar 
s/f “S] 
2 | , / fe Ke { 
| ROBERTSHAW | 70/ 
\ | J fuel. while retaining 
» ate ste) olcrarseleh mottos MGM I-Miclcmaeleta. 
: Til the selling punch of a product advertised t 


ROBERTSHAW THERMOSTAT COMPANY, YOUNGWOOD, PENNA 
OVER 2,600,000 IN USE 
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Behind the 


CITIES SERVIC 


N 38 states and Canada the Cities Service emblem is th 

motorist’s guarantee of quality petroleum products... becaus 
behind this emblem stands a completely integrated unit in 
oil industry enjoying the benefit of 74 years of practical petr¢ 
leum experience. Through ownership or control of oil well 


pipe-lines, refineries, transportation, research, and marketin 
facilities, Cities Service is able to produce the finest petroleur 
products that can be made...and is able to protect these prod 
ucts from oil well to customer. 

In the industrial oils field, too, Cities Service long has e 
celled in quality of products and service to customers. 
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Bodies can be supplied for the | 
Another Example of International C-15 to meet every 


TERNATIONAL Flexibility Bem ie ge 
Great “IN-BETWEEN” Truck 545 
.. the 34, to 1-ton Model C-15 


The International Model C-15 offers a new com- 
nation of truck features of unusual interest. It has 
6-cylinder engine, 136-inch wheelbase, syncro- 
esh transmission, hydraulic brakes, and full-floating 
a axle, providing capacity and load space for al- 
ost any light, bulky load you'll ever want to haul. 
Back of this new Model C-15 is 35 years’ truck- 
ilding experience. Also guarding your Inter- 
tional Truck investment is the nation-wide Inter- 
tional Harvester service organization. International 
ss direct factory branches close 

bevery truck user, and many hun- 

eds of International dealers in 

etween. 

International sizes range from 

alt-Ton light delivery to the big 

eavy-duty Six-Wheelers. Ail 

ailable on easy time-payment 

mms at low rates. Call on the 

wer branch or dealer for full 
Retails. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
606 So. Michigan Avenue Chicago, IHinois 


INTERNATIONAL TRUCKS 
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il RES \ WAGNER 


‘TRANSFORMERS . . 








Ria ARS BOS Ss 








have these advantages: 





] Built from special non-aging silicon steel th 
has high magnetic permeability, and has ve 
low hysteresis and eddy-current losses. 


2 Laminations are sheared with the grain of t 
iron,—the direction in which magnetic flux e 
counters the least resistance. 


3 Each shipment of silicon steel is subjected to rig 
acceptance tests ;itschemical, electrical, andphy 
ical characteristics must meet rigid specificatio 








(Left)—Special weighing crane used to weigh each lot of 
iron when received, and when released for shearing. There 
is no guesswork in Wagner production—from the time the 
raw material is received until the complete transformer is 
shipped, every step in a roduction is carefully watched to 
exclude faulty niitak ly in that way has Wegner found 
it possible to constantly improve transformer quality. 


4 Simple magnetic circuits are used. 





§ The core is never impregnated—makes it possib 
to install new coils with minimum of effort. 


6 After shearing, all laminations are carefully a 
nealed in an electric annealing furnace. 


(Left) — Electric ene ye furnace in which core iron 
laminations are annealed. The use of electricity for heating 
permits absolute control over the temperature, of extreme 
importance in annealing operations. Variation in tempera- 
ture causes erratic core losses—hence, great care is ex- 
ercised to assure the same temperature thruout each 
annealing operation. This annealing operation is made 
necessary by the unavoidable handling of the sheet steel 
during weighing, stacking and shearing, each strain to 
which it is subjected setting up strains in the steel which 
lower permeability and increase hysteresis losses. 





Complete details about Wagner distribution transformers are 
fully described in Bulletin 180. Write for your copy today. 


WasgnerElectric Corporation 


6400 Plymouth Avenue, SaintLouis,US.A. "s+ 











TRANSFORMERS MOTORS FANS BRAKES 
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ALWAYS QUICKEST IN 


SEPARATION 


Gargoyle DTE Oils 
retain this ability 


for 10, 20 and even 


30 thousand hours! 


Lubricants 


SOCONY-VACUUM OIL COMPANY, INC. 


STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGHOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORRIA 
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TRANSMISSION TOWERS ~~ | 
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STEEL BUILDINGS 





Taaete of miles - perme scp 203 . structural ae So Sei 
work necessitating highly specialized rication ... 

enormous areas of Electroforged open flooring... stand- CLAMSHELL BUCKETS 
ard steel buildings for all uses... gas perenne natural 

gas lines. . . steel forms for concrete tunnels, walls, etc., 

... steam purifiers, desuperheaters...clamshell buckets the rigid standards of Public Utility pu 
... and other products of Blaw-Knox manufacture are chasing is proof not only of the merit of th 
at work for the Public Utilities of America. products themselves but of the house behin 

The fact that Blaw-Knox Products are in accord with the products. 





BLAW-KNOX COMPAN% 


2067 FARMERS BANK BUILDING, PITTSBURGH, PA. 
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OPPERWELD” 


STRENGTH 


Copperweld Overhead Ground Wires 
have the high tensile strength and mechan- 
ical stability required for such installa- 
tions. They can be pulled up tightly, 
with safety, to provide maximum clear- 
ance above conductors at midspan. They 
are able to withstand heavy ice and wind 
loadings without being overstressed. 


Copperweld Ground Rods and Clamps 
provide the dependable grounds re- 
quired with overhead ground wires. They 
do not depreciate with time. 


COPPERWELD STEEL COMPANY 


GLASSPORT--~--: BA. 








Portable lamps «ar 
with this tar 
bringing better si 
to young and oli 
says in age a 


specifications.”’ 


BETTER LOAD BUILDE 
... thanks to LT£ t 


and are rapidly boosting lighting load 


better value by assuring compliance wi 
I. E. S. specifications. Thus your cus 
tomers get lamps that: 


1. Give more and better light. 
2. Are electrically safe. 
3. Are mechanically sound. 


These lamps are one of many product 
tested by E. T. L. For more than thirt 
nine years’ Electrical Testing Labora 
tories has been finding the facts, by re 
search and test, about almost everythin 
that a utility sells, services, buys or use 
Our clients tell us it has made their op 
erations more profitable. May we ser 
you? 

Write for your copy of a new bookl¢ 
which explains our services. 


ELECTRICAL® 
TESTING § 
WN :Yo) 7. ie)-41 


ind East I i Aveng 


AK . | i 
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DON'T DISMANTLE ENGINES 
OR MACHINES WHEN A BOLT 
BREAKS OFF 


What if the bolt is broken off down in the engine block or 
machine? 

A RIGID “LoNnGRIP’’ Extractor will turn it right out. 
No need to take the engine apart. 

Center drill the broken end with an extra length RIBAID 
Drill, held to center by a RITZAID Drill Guide. Then drill 
it out to a thin shell with the proper drill that comes in your 
set. 

Drive in the ‘‘LONGRIP”’—clear in. Put a wrench on it and 
turn it out. It has to come. The straight fluted extractor has a 
full-length grip on it that can't let go—no slipping or ream- 
ing, no danger to threads. 


Ask your Jobber about these remarkable 
new trouble-shooters. 


THE RIDGE TOOL CO., ELYRIA, OHIO 





No. 25 RIBBID ‘“‘LonGriP’’ Ex- 
tractor set, meets average shop 
requirements. With it you can 
remove broken bolt, screw and 
pipe ends promptly and efficient- 
ly, with great saving of time and 
labor. 








mhON, NOR rRIP. 
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@ On rural lines, where low per-mile budgets necessits 
even longer spans than are commonly achieved by 7-str 


A. C. S. R., we recommend the use of 25% stronger 8-stré 


A. C. S. R. Stresses will not be increased beyond values wh 5 


experience shows to be reasonable and safe. Aluminum Compa 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvan 


ALCOA-ALUMINU 


ALCOA 
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All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 
FETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 











DAVEY LINE CLEARING SERVICE 


We Thank You 


OUR HOPE, as Christmas approaches, is that this has 


been a good year for you, and that you have a great 
many things to help make the Christmas season a time 


| Of renewed cheerfulness and rejoicing. 


The Davey Organization has much to be thankful for. 
Over the country, utility companies have been entrusting 
more and more of their tree interference problems to 
us. We have had a fine year, one that far exceeded the 


optomistic expectations that we had twelve months ago. 


For that we are grateful to you. 


We like to think that our business relations have 
been just as pleasant to the utility organizations that 
have used our service as these same associations have 
been to us. You are fine folks to work with. We have 
enjoyed our many contacts with you. And next year we 
look forward to being of even greater service. 


THE DAVEY TREE EXPERT CO., Kent, Ohio 


DAVEY TREE SURGEONS | 
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ELECTRIC TEA KETTLE 











Hot Water for the 
Morning Shave 














For Washing and 
Rinsing Dishes 


When Laundering 
Delicate Fabrics 


Preparing Drip 
Coffee or Tea 





Numerous Uses ; 
in the Kitchen 


In the Nursery for 
Baby’s Milk, etc. 


A Grand Gift... 


POPULAR WITH RANGE OWNERS 


The latest electrical appliance—especially 
popular with electric range owners. Pro- 
vides hot water speedily and economical- 
ly. Handy in bathroom or kitchen— 
connects with any convenience outlet. Ef- 
fects savings of up to 40% in current 
consumption. 


SPEEDY—ECONOMICAL 


It brings 2 pints of water to a boil in less 
than 6 minutes (capacity 5 pints). Then 
a melodious whistle acts as a reminder to 
shut off the current. A cool trigger lifts 
spout cap when filling or pouring. 


Write for complete information regarding 
this load building appliance. 


WEST BEND ALUMINUM COMPANY 
DEPT. 66A WEST BEND, WISCONSIN 


N . 
\. WILL LLL ddddddddddddddddddddadaddadadiie 
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THE MERCOID SWITCH 
ELIMINATES ALL 
CONTACT TROUBLE 


CONTROLS ARE THE MOST IMPORTANT 
UNITS IN ANY TYPE OF AUTOMATIC HEAT- 
ING OR AIR CONDITIONING EQUIPMENT 


If the controls cease to function or fail to operate 
correctly, the whole equipment follows suit. « It 
is obvious that the better the controls, the better 
the performance of the equipment. e« The Mercoid 
Corporation has steadfastly adhered to the policy 
of making only the highest grade of controls. 
The quality was never sacrificed for price. 
THE MERCOID SENSATHERM 
illustrated above, is outstanding for its sensitivity 
and reliable performance. There are many thou- 
sands of these thermostats in service over a long 
period of time, and all are giving complete satis- 
faction. e Further details of the Sensatherm as 
well as on all other Mercoid Controls, contained 
in Catalog No. 100-PA. Write for a copy. 





T4E MERCOID CORPORATION «+ 4201 BELMONT AVENUE «+ CHICAGO, ILLINOI 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATION 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-PA TO: 
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CONNELLY SIMPLE, ISN’T IT 


60 Years Service to the Gas 
Industry 


CONNELLY PRODUCTS 


Iron Sponge—Ready Mixed and Iron 
Oxide Ore—Unmixed 


+ The triangular wedge formed b 
Governors—For Station, District Service Bog pte Volletee eslle 


and Appliances which forces the wire into a solid 
+ mesh— 


Back Pressure Valves and Gas Screens — NO set-screw contact. . . 
+ - NO flattening or ting of wires. 
Caloroptic BTU Indicator with or with- femeets Sb ction ts estbindtin, 
out Alarm and Signal System S00) heoubie: sitnes whet 


+ NO epoca tes ee required to mok 
U-Gauges and H2S Testers connection. 


NO need for you to search any longer for the 
(5 Oo D D 4 ] I uu a solderless connector—WE HAVE 
, ! 
Cc ae FREE! A large ee disney board, containing 
mounted sample: ILSCO ‘lugs. Sent 


dron Sponae vey Governor Go. upon request. Address Dept. UF. 


Ghicago, Bll. NW Alisabeth.N.d, ILSCO COPPER TUBE & PRODUCTS, Inc. 
5629 Madison Rd. Cincinnati, Ohio 
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@ Stowe Stokers with their compensating eer real din, 
end air seals—unrestricted fuel selection—and much reduced 

ash pit losses—are demonstrating their superiority—giv¢ 
highest overall efficiencies on any coal. Customersare placing ran 
repeat orders. Investigate the advantages that “ Stowé tut 
Stokers can give you. Full details on request. . 


THE JOHNSTON & JENNINGS CO. TO 
977 Addison Road Cleveland, Ohio a & BI 
Engineering and Sales Services in the Principal Cities q wy 

STOKER S/ 


é 
Stowe Stokers give you Catalog No. 10 is complete 
greatest pees — with 14 diagrams—20 ji oa 
over fluctuating illustrations. for one. 
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Ready for QUICK Heating- 


Those annoying COLD SPOTS are quickly put out of business when you 
direct the warm air from a BREEZO-FIN Unit Heater at them! 

And Breezo-Fin Heaters are easy to install, too. They come in a good 
range of sizes, are efficient, quiet, sturdy. They have no “pockets,” no short 
tubes, no “multi-joint” construction in the coil, hence no coil trouble. 

They are ready for stock shipment. 


BUFFALO FORGE CO., 444 Broadway, Buffalo, N. Y. 
In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 


‘Bali? Unit Heaters 
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BRASS BUSHING—//e IDEAL z7sulati 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
pin expansion. Its many all-around advantages 
clearly point to the brass bushed Hemingray 
as the ideal insulator for low-cost distribution 
service. All styles in clear and brown color. 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
Gia 
INSULATORS 
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For ee, Control Bus and All 


Stationary Services 


OR more than forty years the unequalled de- 

pendability, power and life of the Exide 
Chloride Battery has made it the choice of tele- 
phone, power and railroad companies—not in this 
country alone but throughout the world. 


The Exide Chloride is but one of the great 
family of Exide Batteries that are designed for 
specific purposes. However it is the one battery 
which, by reason of its unusual construction— 
and consequent superior performance—is most 
strongly recommended by us to the utility com- 
panies for stationary service. 


2 H a @] e | D E We'll be glad to send you more complete de- 
tails about this exceptional battery on request, 
BATTERIE $ or to help you solve any other battery problem. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 
line breaks. 


Perfect water level con- 
trol assured by the Alti- 
tude control Valve... 
the most efficient and 
dependable automatic 
valve for tanks, stand- 
pipes and reservoirs. 


Ask for your copy of catalog for our —_- 
plete line of automatic control valves 


Golden-Anderson Valve Specialty Co. 
1380 Fulton Bldg. Pittsburgh, Pa. 
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RILEY PULVERIZER 


in Central Station 





Plant after plant in the Public Utility industry has swung to Ril 
Pulverizers . . . definitely establishing Riley as one of the leac 


A few Public Utilities using Riley Pulverizers . 


Union Electric Light & Power, Cahokia . 
Edison Electric Illuminating. Co., Boston . . . 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT 
ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACE 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTING 


TACOMA 
ATLANTA 
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=FFICIENCY 
ACCURACY 
ECONOMY 


IN THE OPERATION of any 
power plant, whether steam or 
water, ECONOMICAL opera- 
tion is dependent on the EFFI. 


CIENCY of all units. 
SIMPLEX METERS, in accurately 


— we input and steam 
qulpat, provide a permanent and 


ACCURATE check on plant ef- 


ficiency. 


LET SIMPLEX ENGINEERS help 
you to produce power with great- 
er economy. 


SIMPLEX VALVE & METER CO. 
6761 Upland St., Philadelphia, Pa. 








iTS TRUE 


Weather 
respects no 
electrical 
Installation. 


That’s why 
you need 
Complete 
Protection. 


Walker 
Cabinets 
Give it. 


Write us. 


lustrated— 

Weatherproof steel 
or aluminum cabi 
net for Polyphase 
Watthour and Round 
Dial Demend Meter 


Catalog No. W-212 


WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 











Style Bar-S All Weather Binder 
FOR METER READING 


Write us for circular and details. 


Send sample of your sheet for prices 


, on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 


10-16 Logan Street, S. W. 


GRAND RAPIDS, MICH. 
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The Mountain Comes 
To Mohammed 


E realize that most merchants do not have the opportunity 

of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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ROYAL WINS ON WORK! 


More than any other typewriter, the New 
Easy-writing Royal Aumanizes typewriting. 
Its many exclusive conveniences permit the 
girl at the keys to concentrate. That is why 
typists using the New Royal are always ac- 
curate—happier and more efficient. The re- 
sult is lower typing costs ... one of the 
reasons why Royal sales are now greater than 
ever before in the history of the Company ! 


Invite a demonstration. Compare the Work! 


ROYAL TYPEWRITER COMPANY, INC. 
2 Park Avenue, New York City 


RECOGNIZED CHAMPION! Albert Tan- 
gora recently won, for the second consecu- 
tive time, the World’s Typing Championship 
on a standard Royal—typing 135 net words 
per minute—a record never surpassed! 


* Trade-mark for key-tension device 


Copyright, 1936, Royal Typewriter Company, Inc. 


Check these FIRSTS that make Royal FIRST 
First in SPEED .. . Greater volume! First in EASE 
. With Touch Control*, Shift Freedom, Finger Com- 
fort Keys—nearly a score of exclusive improvements! 
First In CAPACITY . .. Better typing, faster! First 
in ECONOMY .. . Lower costs throughout! First in 
DURABILITY .. . Records prove it! 


ROYAL WORLDS NUMBER A TYPEWRITER 
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On the skilful checking of the minutest 
details hangs life and death . .. . PROTECT 


AGAINST TUBERCULOSIS BY CHECKING 


The National, State and Local Tuberculosis Associations of the United States 











As Is Your Thermostat, 
So Is Your Storage Heater 


You will agree that the success 
of an automatic storage heater 
depends in large measure upon 
the performance of its thermo- 
stat. Look well, therefore, to 
that angle. 


Your aim is to increase consum- 
er satisfaction. That means, in 
the present instance, a thermo- 
stat upon which the user can 
depend at all times—which re- 
duces your servicing to a neg- 
ligible minimum—which consis- 


tently builds good will for you 
in your community. 


The Titan Snap Action Thermo- 
stat fulfils these requirements. 
It is known for its universal 
reliability even under the most 
severe conditions. Titans are 
already standard equipment on 
most storage heaters approved 
by the American Gas Associ- 
ation. Their enviable record 
warrants your complete confi- 
dence. 


THE TITAN VALVE & MANUFACTURING COMPANY 


THERMOSTATS «» 
3205 Perkins Avenue 


SAFETY PILOTS «» 


RELIEF VALVES 
Cleveland, Ohio 
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> DITTO MAKES QUICK, 
> ACCURATE COPIES OF.. 








Operating Reports Forms 

Financial Statements Requests for Bids 
Bulletins Contracts 

Service Orders Payroll Records 
Specifications Time Sheets 

Rate Schedules Blue Prints 
Work Orders Instructions 







Light and Power Statistics 
Drawings and Sketches 











Ditto requires no stencil, no type, no carbon. 





It copies anything typewritten, handwritten 
or drawn, in as many as eight colors, direct 
from the original in one operation. Any size L 
sheet may be reproduced from a small label to 
a large form 20 x 34 inches; any weight or grade 
of paper may be used. Copying errors are im- 





















possible because Ditto copies are photographi- It’s | 
cally correct. If your office work requires quick, and 
accurate copies of any of the above listed The 
operations, it will pay you to investigate Ditto. type 

This 

F, / the 

Write for our book fielc 
“Copies — Their mot 






Place in Business”’. 
It tells how Ditto 
will seve money 
in your business. 
No obligation. 


Ditto, Ine. 


a 2254 West Harrison Street 
te CHICAGO, ILLINOIS 
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FOLD-A-WAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 








Economy of floor 
space appeals 
to housewives 


everywhere 


= “ye 
Model 63S Balanced, easy lifting. 
Shoe pulls up with 
one finger. Self-lock- 
ing, rigid, folding leg 


Takes No More Floor Space . | and table. 
Than Kitchen Chair es 


It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers afford a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 
sales close to those on washers for many aggressive dealers. Send 
for all the facts today. 


Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


54th Ave. and Cermak Road, Chicago, Iil. 
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A 
Addressograph-Multigraph Corporation 
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American Engineering C 





Anchor Post Fence Company 





Arco Company, The 
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Babcock & Wilcox Company, ‘She 





Barco Manufacturing 





Black & Veatch, Goneuliion EE mannan saouiiias 





Blaw-Knox Company 





Buffalo Forge C 





Burnham Boiler Corporation 








Burroughs Adding Machine Company 


Cc 
Carter, Earl L., Consulting Engineer 





Chapman Valve Manufacturing Company, The 





Cheney, Edward J., Engineer 





Chevrolet Motor Company 





Cities Service Company us 





Collier, Barron G., Inc. 





Combustion es Company, Ine. 





Connelly Iron Sponge & weveraes Company 





Copperweld Steel C 





Coxhead, Ralph C., Corporation 





Crescent Insulated Wire & Cable Company, Inc. 





D 
Davey Tree Expert Company, The ....................... 





Delta-Star Electric Company 





Dennison Manufacturing Company ie eae 








Dictaphone Sales Corporation 





Dictograph Products Company, Inc. 
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Electric Storage Battery Company, The .............. 





Electrical Testing Laboratories 





Elliott Addressing Machine Company, The 





Elliott Company 





F 
Ford, Bacon & Davis, Inc., Engineers 








Forest City Foundries Company, The 





Frigidaire Corporation 


G 
Garrison Engineering Corporation 





General Electric Company 





Golden-Anderson Valve Specialty C pany 





Goodrich, B. F., Company, The 





Grand Rapids Loose Leaf Binder Company 





Grinnell Company, Inc. 





Guth, Edwin F., Company 





H 
Hammermill Paper C 








Hays Manufacturing Company 
Hoosier Engineering Company 





Hurley Machine C 








Hygrade Sylvania Corporation 


I 
Iisco Copper Tube & Products, Inc. 





International Business Machines Corporation 





International Harvester Company, Inc. 





I-T-E Circuit Breaker Company 





J 
Jackson & Moreland, Engineers 





Jensen, Bowen & Farrell, Engineers 





Johnston & Jennings Company, The 
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ANY Wil A YEAR FOR LAMP 
j AND RADIO TUBE 


DEVELOPMENT 
& RESEARCH 



















e finest independent testing laboratories in the world have 
d Hygrade Lamp Bulbs to be the equal of any in operating 
iency. Hygrade Sylvania Corporation spends $400,000 a year 
ts own laboratories striving to make its product even better, 
loping improvements and new ideas. It has been responsible 
several outstanding achievements—its inside white bowl and 
ratuned lamps being notably successful examples. 


Vith a background of 35 years of this type of work in lamps 
| radio tubes exclusively, Hygrade-Sylvania offers, not only 
lity but unmatched experience and authority that many util- 
s are finding helpful. Hygrade-Sylvania has made a specialty 
treet lighting—it can show more ways than one to save money 
his phase of your business. Ask us for the facts. 


SPECIALISTS IN 
STREET LAMPS 


Hygra ade tame BULBS 


HYGRADE SYLVANIA CORP., Salem, M 
Makers of SYLVANIA Set- tested Radio Tubes 
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PROFESSIONAL DIRECTORY 


This page is reserved for engineers and engineering concerns especially equipped by 
xperience and trained personnel to serve utilities in all matters relating to rate questions, 
ppraisals, valuations, special reports, investigations, design and construction. « « 














Ford, Bacon & Davis, 3nc. 


Engineers 
VALUATIONS & REPORTS 


NEW YORK DALLAS 


RATE CASES 
APPRAISALS 
INTANGIBLES 


DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


SAN FRANCISCO 


CHICAGO NEW YORK 








BLACK & VEATCH 


CONSULTING ENGINEERS 





Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals — Rate Investigations 
Engineering Reports to Banks and Bond Houses 








EDWARD J. CHENEY 
ENGINEER 


Pablic Utility Problems 


61 BROADWAY NEW YORK 








SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
—Reports — Examinations —Valuations 
20 North Wacker Drive Chicago, Ill. 
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PARTNERS 


In Good Salesmanship 


SALES-MINDED Transit is today outstanding among 
the industries in its adoption of modern methods and 
equipment.. To transit operators themselves this has 
meant the opening of a broad vista of public service. 
To the public it has meant new facilities for greater 
enjoyment of community life. To the merchants and 
business men of American cities, towns and villages, 
it means effective stimulation of the factors which pro- 
mote and maintain trade .. . movement of people, 
circulation of money, movement of goods. 


In this, Car & Bus Advertising as conducted by 
Barron Collier, has long been and will continue to be 
an important factor... a partner in transit service to 
the community as a whole. 


BARRON G. COLLIER 


INCORPORATED 
CANDLER BUILDING, NEW YORK CITY 
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Feature Articles 


TITLE AUTHOR 


The Power Act of 1935 Oswald Ryan 
How the “Sliding Scale” Reduces Rates William A. Roberts 


Must We Have Government by Subterfuge? .......... Tully Nettleton 

How the TVA Really Hurts Private Utilities Se: 6. Gy FR. 406i een 
Do Rate Reductions “Per Se” Increase Use of Service? Samuel Ferguson 

Must Municipalities Pay Severance Damages? ........ Jay Samuel Hartt 

“Our Gas Company” John W. Smith 
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H. O. Weaver 
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The Plan 
That Ended a War 


The Civil War was needlessly pro- 
longed, thousands of lives needlessly 
lost and millions of damage need- 
lessly caused by the frequent changes 
in policy and command of the 
Union armies. 

Yet in the midst of all these 
changes there was a man who clung 
unalterably to one plan. He con- 
ceived that plan at the outbreak 
of the war. He followed it faith- 
fully through four tragic years. 
By the end of the war he had suc- 
ceeded in shaping all activities to 
fit that plan. 

That man was General Grant. 
That plan ended the war. 

Two rare qualities distinguished 
General Grant from most of the 
other commanders. One was his a- 
bility to visualize the whole theater 
of the war and to see how one 
action should and could dovetail 
into another. The other quality 
was his ability to conceive a plan 
for the whole war . . . and to stick 
to it. 

General Grant was a poor busi- 
ness man, but many business men 
can learn a great deal from Grant. 

Business today is cast on the 
same gigantic scale as war was in 
Grant’s day. A business man in 


command of a large enterprise can- 
not be content to make ready for 
the battle which is about to begin. 
He must be making ready for the 
battles which follow that battle. 

There is no doubt in the mind of 
a business man operating on some 
long-range plan about what he 
should do under any given cir- 
cumstance. 

Should he hire this new sales- 
man? The plan gives the answer. 
Should he build this new plant? 
Should he buy this patent? To all 
these and to a thousand other ques- 
tions, the plan provides the answer. 

Advertising very often prompts 
a company to form a long-range 
plan of operations and to stick to it. 

And the plan in turn very often 
provides the answer to advertising 
problems. Should the company 
put on this or that publication? 
Should it start a new campaign? 
What kind of campaign? What 
should the advertising say? With 
what frequency? How much money 
should be spent, and why? 

The plan provides the answers. 
(Reprinted from the Ketchum, MacLeod & 


Grove monthly folder, “Dividends.” We will 
be glad to send this folder to you regularly.) 


Ketchum. MacLeod 
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WHEN ELECTRIC BILLS WERE “LIGHT BILLS” 


BAcsk in 1915, the domestic electric bill. was mainly’a ‘‘light bill."" Housewives by the 
millions were still using the old-fashioned, ’stove-heated sadiron and the corrugated 
washboard. Brooms and carpet sweepers were generally among the first items of house 
keeping equipment. ae 
[hen something happened. Hardly a national magazine went on the newsstand that did 
not contain a full-page forceful message from.General Electric to the housewives of} 
netica—like this: “Any woman who irons, or washes, or sweéps, by band is domg 
that electricity can do‘for’a few cénts an hour,’ For seven years, in farm snd 
alike, these printed salesmen—developers of an “‘electrical consciousness’ —Caprie 


startling totab of 1,400,000,000 full-page messages! Just about 100 messages for ea 
omestic customer. : 


i¢ational load-building campaign’on a national scale during this period—in hel 


n flew customers and im¢rease the use of eleetricity, so that electric bills 
onger jist “‘light bills.”” i: 


Vith Genefal Electric, this educational load-build’>z work has-been, and is toda’ 
nuing essential serwice,.General Eléctric’s.co-ope ion with Better Light—Bet 
id its promotion of the all-electric kitchen. and of the New American Home. 

<ilowatt-hoursyand more: domestic tevéhue’for your company. . 


promotion—a small part of General Electric's comprehensive load-build | 


is but one of the many “‘extra’’ services that’ come from the placing Of your 
General Electric. tO P Pig 











